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To our shareholders {continued)

Our objectives in these actions are to modernize our operations, improve the efficiency of our production,
and enhance our competitive position in the global market. As o result, we are creating stronger operations
thot are enhancing cur product quality and customer service. We expect to see the financial benefits of these
modernizations as economic conditions improve.

Despite some challenges in our markets, we believe we are in a stronger positicn than ever before to
weather economic difficulties and take advantage of the eventual ecanomic recovery. The U.S. economy is
clearly going through o difficult period, and the softening conditions are impacting a number of industries,
including ours. As a result, we remain cautious regarding the effects of the economy on our customer base in
the coming year.

We have mode cost and production adjustments to address this softening demand and we will continue
1o assess the need for further actions in 2008, Volatility and pricing of commodities are also at historic levels
and will likely remain high in the coming year. We will work with our suppliers to do everything in our power to
mitigate the effects of rising commodity costs.

As we head inte 2008, we have not backed down on our commitment to expond the market for our
products beyond the traditional U.S. commercial customer, While we cannot predict the success or timing of
future gavernment and municipal contracts, we continue to see opportunity in this area and will pursue oddi-
tional follow-on orders as they become available. We will also continue to build our presence in the international
marketplace with both our core customers and with government and military entities. These efforts have been
successful in the recent post, and we will look for additional positive results from these efforts in the future.

While 2008 will be a challenge, we have the highest quality people, products and distribution network
in the industry. These valuable resources, along with the financial strength we have built into the business and
our modern production facilities, will continue to support our position as the world's largest manufacturer of towing
and recovery equipment over the longer term. We thank our employees, customers, suppliers and shareholders

for their suppart and look forward ta continuing our effarts in 2008.

. . . A
Hliw B it Wy
William G, Miller Jeftrey |. Badgley
Chairman of the Board & Co-Chief Executive Officer President & Co-Chief Executive Officer, Director
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To our shareholders

2007 saw a number of achievements for Miller Industries as we worked to effectively adapt to a chal-
lenging market environment. Throughout the year, we remained focused on meeting our long-term objectives
and made significant progress in strengthening the business, both operationally and financially. We invested in
our facilities to ensure that we provide the highest quality products and services to our customers in the mast
efficient manner for years to come. We also further strengthened our finoncial peosition by reducing our leverage
and interest commitments going forward. Like many companies, we experienced the pressure from growing
economic uncertainties and rising fuel and commadity prices on both our top and bottom lines as the year
progressed. To meet these challenges, we moved quickly to belence our production levels and control our
costs, Overall, we achieved solid results in a difficult year.

Overall, we saw net sales in 2007 of $400.0 million compared to $409.4 millicn in 2006. As we
moved through 2007, customer demand was negatively impacted by uncertainties associated with the sottening
ecenomic environment, lower consumer confidence levels, rising fuel prices and tighter eredit markets. In the first
half of 2007, we completed orders under several municipal and military contracts, but with only a small number
of subsequent orders received on these contracts, our overall order intake moderated in the last six months of
the year. We continue to work ta secure additienal follow-on orders under these contracts, but cannot predict
the success or timing of any such orders.

We also continued to feel pricing pressure on our raw materials, including aluminum, steel and petroleum-
reloted products, Row material costs, which represent a substantial part of our total costs of operations, reached
record levels in 2007, Throughout the year, we continuously monitored raw material prices and tock steps to
mitigate pricing pressures. We also focused on reducing our overall cost structure and effectively managing our
production levels to meet the reduced demand we were seeing. Even though we were able to decrease our
cost of operations, gross mergin for 2007 slipped to 14.0% compared to 14.6% in 2006, reflecting both the
higher commodity costs and lower sales volume.

In 2007, we returned to @ normalized effective tax rate of 36.3% compared to 8.3% in 2006, which
resulted from the reversal of o deferred tax asset valuation allowance ot the end of 2006. As a result, we
believe a comparison of income from continuing operations before taxes is more relevant this year. Reflecting
the issues we've discussed above, income from continuing operations before taxes declined to $25.7 million in
2007 from $29.4 million in 2006.

We continued to emphasize enhancing our financial strength during 2007. Using cash flow from operations,
we repaid the remoining $5.0 million balance under our junior credit facility in May. As a result of our efforts
throughout the year, total senior debt at December 31, 2007 was $3.5 million, less than half of the $9.9 million
total senior and junior debt we reported at the end of 2006. Additionally, in July the Company amended its
$20.0 million revolving credit facility and $7.0 million term loan with Wachovia Bank, significantly reducing the
interest rate and extending the maturity date of the revolving eredit agreement to June 2010. Certain covenants
were also fovorably amended.

These actions taken to enhance our financial position have increased cur flexibility and created a selid
financial plotiorm that we befieve will support Miller Industries in these difficult economic conditians.

In 2007, we also utilized our strong free cash flow to reinvest in the business. During the year, we
completed much of the upgrede and modernization projects we began in 2006, including the modernizatian
and expansion of our car carrier facility in Hermitage, Pennsylvania. In Qoltewah, Tennessee, we completed
the new light duty wrecker facility expansion in 2007 and expect to complete a similar project at our heavy

duty wrecker facility in the first half of 2008,
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CERTAIN FACTORS AFFECTING FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report, including but not limited to [tem 7-“Management’s Discussion and

Analysis of Financial Condition and Results of Operations,” may be deemed to be forward-looking statements, as
defined in the Private Securities Litigation Reform Act of 1995. Forward-looking statements can be identified by
the use of words such as “may,” “will,” “should,” “could,” “continue,” “future,” “potential,” “believe,” “project,”
“plan,” “intend,” “seek,” “estimate,” “predlct expectl”, “anticipate” and similar expressions, or the negative of .
such terms, or other comparable terminology. Forward-looking statements also include the assumptions undertying
or relating to any of the foregoing statements. Such forward-looking statements are made pursuant to the “safe
harbor” provisions of the Private Securities Litigation Reform Act of 1995 based on our managemént’s beliefs as
well as assumptions made by, and information currently available to, our management. Our actual results may differ
materially from the results anticipated in these forward-looking statements due to, among other things, the risks
related to the cyclical nature of our industry, the general economic health of our customers, our dependence on
outside suppliers of raw materials, increases in the cost of aluminum, steel and related raw materials, increases in
fuel and other transportation costs, and those factors set forth below under the caption “Risk Factors” and those
otherwise described from time to time in our Securities and Exchange Commission reports filed after this Annual
Report. Such factors are not exclusive. We do not undertake to update any forward-lookmg statement that may be
made from time to time by, or on behaif of, our company.

” i 27 6
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EXPLANATORY NOTE

On March 24, 2008, we filed with the Securities and Exchange Commission (the “SEC™) Amendment No. 1 to our
Annual Report on Form 10-K for the fiscal year ended December 31, 2007 (the “Amendment”). The Amendment was
filed solely to correct the graphical portion of the stock performance graph set forth in Item 5 of our original Annual
Report on Form 10-K, which was filed with the SEC on March 13, 2008 (the “Origina! Filing™). For the convenience
of the reader, this annual report has been prepared as a composite of the Original Filing and the Amendment, with the
amended disclosure being substituted for the original. Neither the Amendment nor this annual report reflect events
occurring afier the filing of the Original Filing, or, except as expressly set forth in the Amendment, modify or update
the information in the Original Filing.

The Original Filing and the Amendment are both avallable through the SEC’s Internet website at
http: //www SEC.gov. \ :

CERTAIN.STATEMENTS REQUIRED BY THE LISTING REQUIREMENTS
OF THE NEW YORK STOCK EXCHANGE

The certifications of our Co-Chief Executive and Chief Financiat Officers required by Section 302 of the
Sarbanes-Oxley Act of 2002, which address, among other thmgs the content of our Annual Report on Form 10-K,
appear as exhibits to the Form 10-K. )

Pursuant to the requirements of the New York Stock Exchange, in 2007, our Co-Chief Executive Officer certified
to the NYSE that he was not aware of any violation by Miller Industries, Inc. of the NYSE's corporate governance
listing standards. .



' .o e - PART 1 . i
ITEM 1. BUSINESS

General ' ‘ - S

Miller Industries is the world’s largest manufacturer of vehicle towing and recovery equipment, with executive
offices in Qoltewah, Tennessee, domestic manufacturing operations in-Tennessee and Pennsylvania, and fore1gn
manufacturing operations in France and the United Kingdom. . i

Since 1990, we have developed or acquired several of the most well-recognized brands in‘the towing and
recovery equipment manufacturing industry. Our strategy has been to diversify our line of products and in'crease our
presence in the industry by combining lntemal growth and development with acqu1smons of complementary -+ .
products e . . ; ‘ -

e s

In th1s Annual Report on Form 10-K, the words “Miller Industrles . “the Company ” “we,” “‘our,” “ours; and
us” refer to Milter Industries, Inc:; and its subsidiaries or any ‘of them. : ~ o R

Towing and Recovery Equipment
LTI

We offer a broad range of towing and recovery equipment products that meet most customer design, capacity
and cost requirements. We manufacture the bodies of wreckers and car carriers, which are installed on truck chassis
manufactured by third parties. We frequently purchase the truck chassis for resale to our customers. Wreckers
generally are used to recover and tow disabled vehicles and other equipment and range in type fromthe * » *
conventional tow truck to large recovery vehicles with rotating hydraulic booms and 75-ton lifting capacities. Car
carriers are specialized flat bed vehicles with hydraulic tilt mechanisms that enablé a towing operator to drive or
winch a vehicle onto the bed for transport. Car carriers transport new or disabled vehicles and other equ1pment and
are particularly effective over longer distances We also manufacture a line of transport trailers.

Our products primarily are sold through independent distributors that serve all 50 states, Canada and Mexico,
and other foreign markets including Europe, the Pacific Rim, the Middle East, South America and Africa. ’
Additionally, as a result of our ownership of Jige in France and Boniface in the United Kingdom, we Have -
substantial distribution capabilities in Europe. While most of our distributor agreements do not contain exclusivity :
provisions, management believes that approximately 65% of our independent distributors sell our products on an
exclusive basis. In addition to selling our products to towing operators, our independent distribuitors provide parts
and service. We also utilize sales representatives to exclusively market our products and provide expertise and sales
assistance to our independent distributors. Management believes the strength of our distribution network and- the
breadth of our product offerings are two key advantages over our competitors. .

Product Lines . oo T . . ‘ . \

' . . [ -7 ' . B

We manufacture a broad line of wrecker, car carrier and trailer bodies t6 meet a full range of customer design,
capacity and cost requirements. :

' ot . . . . . [C
. Ky

Wreckers. Wreckers are generally.used to recover and tow disabled vehicles and other equipment and rangein
type from the conventional tow truck to large recovery vehicles with 75-ton lifting capacities. ‘Wreckers are
available with specialized features, including underlifts, L-arms and scoops, which lift disabled vehicles by the tires
or front axle to minimize front end damage to the towed vehicles: Certain heavy duty wrecker models offer rotating
booms, which allow heavy duty wreckers to recover vehicles from any angle, and proprietary remote control devices
for operating wreckers. ‘In addition, certain light duty wreckers are equipped with automatic wheellift hookup -
devices that allow operators to engage a disabled or unattended vehicle without leaving the cab of the wrecker.

Our wreckers range in capacity from 8 to 75 tons, and are characterized as light duty and heavy duty, with .
wreckers of 16-ton or greater capacity being classified as heavy duty. Light duty wreckers are used to remove
vehicles from accident scenes and vehicles illegally parked,-abandoned or disabled, and for general recovery. Heavy




duty wreckers are used in commercial towing and recovery applications including overturned tractor trailers, buses,
motor homes and other large vehicles.

Car Carriers. Car carriers are specialized flat-bed vehicles with hydraulic tiit mechanisms that enable a towing
operator to drive or winch a vehicle onto the bed for transport. Car carriers are used to transport new or disabled
vehicles and other equipment and are particularly effective for transporting vehicles or other equipment over longer
distances. In addition to transporting vehicles, car carriers may also be used for other purposes, including
transportation of industrial equipment. Many professional towing operators have added car carriers to their fleets to
complement their towing capabilities. -

Transport Trailers. Our multi-vehicle transport trailers are specialized auto transport trailers with upper and
lower decks and hydraulic ramps for loading vehicles. These trailers are used for moving multiple vehicles for auto
auctions, car dealerships, leasing companies and other similar applications. These trailers are easy to load with 6 to
7 vehicles, and with the optional cab rack, can haul up to 8 vehicles. The vehicles can be secured to transport
quickly with ratchet and chain tie-downs that are mounted throughout the frame of the transport. Many professional
towing operators have added auto transport trailers to their fleets to add to their towing capabilities. Also, we
design, engineer and manufacture special-use transport and trailer products to be used primarily in military
applications.

Brand Names

We manufacture and market our wreckers, car carriers and trailers under ten separate brand names. Although
certain brands overlap in terms of features, prices and distributors, each brand has its own distinctive image-and.-
customer base. , :

Century®. The Century brand is our “top-of-the-line” brand and represents what management believes to be the
broadest product line in the industry. The Century line was started in 1974 and produces wreckers ranging from 8-
ton light duty to 75-ton heavy.duty models, and car carriers in lengths from 20 to 30 feet. Management believes that
the Century brand has a reputatlon as the industry’s leading product innovator.

Vu!can Our Vulcan product line mcludes a range of premium llght and heavy duty wreckers rangmg from 8-
ton light duty to 50-ton heavy duty models, and car carriers, The Vulcan line is sold through its own.independent.
distribution network. o

Cha!lenger Our Challenger products compete with the Century and Vulean products and constitute a thxrd
premium product line. Challenger products consist of heavy duty wreckers with capacities ranging from 8 to 75
tons. The Challenger line was started in 1975 and is known for high performance heavy duty wreckers and aesthetic
design. :

Holmes®. Our Holmes product line includes mid-priced wreckers with 8 to 16 ton capacities, a 16-ton rotator
and a detachable towing unit (DTU). The Holmes wrecker was first produced in 1916. Historically, the Holmes
name has been the most well-recognized and leading industry brand both domestically and internationally.

Champion®. The Champion brand, which was introduced in 1991, includes car carriers which range in length
from 19 to 21 feet. The Champion product line, which is generally lower-pnced allows us to offer a full line of car
carriers at various competitive price points. :

Chevron™. Our Chevron product line is comprised primarily of premium car carriers. Chevron produces a
range of premium single-car, multi-car and industrial carriers, as well as wreckers ranging from 8-ton to 16-ton
modeis. The Chevron line is operated autonomously with its own independent distribution network.

Eagle®. Our Eagle products consist of light duty wreckers with the “Eagle Claw” hook-up system that allows
towing operators to engage a disabled or unattended vehicle without leaving the cab.of the tow truck. .The “Eagle
Claw” hook-up system was originally developed for the repossession market. Since acquiring Eagle, we have
upgraded the quality and features of the Eagle product line and expanded its recovery capability.




Titan®. Qur Titan product line is comprised of premium multi- vehlcle transport trailers which can transport up
to 8 vehicles dependmg on conﬁguratlon - -

Jige™. Qur Jige product line is comprlsed of a broad line of premium light and heavy duty wreckers and car
carriers marketed primarily in Europe. Jige is a market leader best known for its innovative designs of car carriers
and light wreckers necessary to operate within the narrow confines of European cities, as well as large wreckers.

Boniface™. Qur Boniface product line is comprised primarily of premium heavy duty wreckers marketed
primarily in Europe. Boniface produces heavy duty wreckers specializing in the long underlift technology requlred
to tow modern European tour buses. . -

Product Development and Manufacturing

Qur Hoimes and Century brand names are associated with four of the major innovations in the industry: the
rapid reverse winch; the tow sling; the hydraulic lifting mechanism; and the underlift with parallel linkage and
L-arms. Our engineering staff, in consultation with manufacturing personnel, uses computer-aided design and stress
analysis systems to test new product designs and to integrate various product improvements. In addition to offermg
product innovations, we focus on developing or licensing new technology for our products. oo

We manufacture wreckers, car carriers and trallers at six manufacturing facilities located in the United States,
France and the United Kingdom. The manufacturing process for our products consists primarily of cutting and
bending sheet steel or aluminum into parts that are welded together to form the wrecker, car carrier body or trailer.
Components such as hydraulic cylinders, winches, valves and pumps, which are purchased by us from third-party
suppliers, are then attached to the frame to form the completed wrecker or car carrier body. The completed body is
either installed by us or shipped by common carrier to a distributor where it is then installed on a truck chassis.
Generally, the wrecker or car carrier bodies are painted by us with a primer coat only, so that towing operators can
select customized colors to coordinate with chassis colors or fleet colors. To the extent final painting is required
before delivery, we contract with independent paint shops for such services.

We purchase raw materials and component parts from a number of sources. Although we have no long-term
supply contracts, management believes we have good relationships with our primary suppliers. In recent years
prices have fluctuated significantly, but we have experienced no significant problems in obtaining adequate supplies
of raw materials and component parts to meet the requirements of our production schedules. Management believes
that the materials used in the production of our products are available at competitive prices from an adequate '
number of alternative suppliers. Accordingly, management does not believe that the loss of a single supplier would
have a material adverse effect on our business.

Sales, Distribution and Marketmg of Towing and Recover:v Eqmpmem
Independent Distributors and Sales 1

Management categorizes the towing and recovery market into three general product types: light duty wreckers;

heavy duty wreckers; and car carriers. The light duty wrecker market consists primarily of professional wrecker

" operators, repossession towing services, municipal and federal governmental agencies and repair shop or salvage
company owners. The heavy duty market includes professional wrecker operators serving the needs of commercial
vehicle operators. The car carriermarket, historically dominated by automobile salvage companies, has expanded to
include equipment rental companies that offer delivery service and professional towing operators who desire to
complement their existing towing capabilities. Management estimates that there are approximately 30,000
professional towing operators and 80,000 service station, repalr shop and salvage operators compnsmg the overall
towing and recovery market.

Our sales force, which services our network of independent distributors, consists of sales representatives whose
responsibilities include providing administrative and sales support to the entire base of independent distributors.
Sales representatives receive commissions on direct sales based on product type and brand and generally are
assigned specific territories in which to promote sales of our products and to maintain customer relationships.




We have developed a diverse network of independent distributors,.consisting of approximately 120 distributors
in North America, who serve all 50 states, Canada and Mexico, and approximately 50 distributors that serve other
foreign markets. In 2007, no single distributor accounted for more than 10% of our sales. Management believes our
broad and diverse network of distributors provides us with the flexibility to adapt to market changes, lessens our
dependence on particular distributors and reduces the impact of regional economic factors.

To support sales and marketing efforts, we produce demonstrator models that are used by our sales
representatives and independent distributors. To increase exposure to our products, we also serve as the official
recovery team for many automobile racing events, including NASCAR races at Daytona, Talladega, Richmond; -
Chicago, Kansas, California, Michigan and Darlington, the Rolex Daytona 24 Hour Race, the Brickyard, and the
Indy 500 races, among others.

We routinely respond to requests for proposals or bid invitations in consultation with our local distributors. Qur
products have been selected by the United States General Services Administration as an approved source for certain
federal and defense agencies and we intend to continue to pursue govemment contracting opportunities...

4

' - 1
The towmg and recovery equipment industry places heavy marketmg emphas;s on product exhibitions at
national, regional and international trade shows. In order to focus our marketing efforts and to control marketing .
costs, we concentrate our efforts on the major trade shows each year, and we work with our network of 1ndependent
distributors to concentrate on various regional shows. _ : ,

Dzsposmon of Company—Owned Dlstrzbutorsv : .
. e
, Durmg 2002 our board of dlrectors and management made the decision to sell our dlstnbutlon group, and by
the end.of 2005, we had sold all of our towing and recovery distributor locations. All assets, liabilities and results of
operations of the distribution group are now presented separately as discontinued operatlons and all prior period .
financial information-is presented to conform to this treatment.
Product Warranties and Insurance
We offer a 12-month limited manufacturer’s product and service warranty on our wrecker and car carrier - -,
products. Qur warranty generally provides for repair or replacement of failed parts or components. Warranty
service is usually performed by us or an authorized distributor.. Management believes-that we maintain adequate
general liability and product liability insurance, - : . x .
t N

Backlog

We produce virtually all of our products to order. Our backlog is baséd upon customer purchase orders that we
believe are firm. The level of backlog at any particular time, however, is not an appropriate indicator of our future
operating performance. Certain purchase orders are subject to cancellation by the customer upon notification.
Given our production and delivery schedules management believes that the current average backlog represents less
than three months of production. Co : . Do

Competition : '

The towing and recovery equipment manufacturing industry is highly competitive for.sales to distributors and
towing operators. Management believes that competition in this indusiry focuses on product quality and innovation,
reputation, technology, customer service, product availability and price. We compete on the basis of each of these
criteria, with an emphasis on product quality and innovation and customer service.: Management also believes that a
manufacturer’s relationship with distributors is a key component of success in the industry. Accordingly, we have
invested substantial resources and management time in building and maintaining strong relationships with
distributors. Management also believes that our products are regarded as high quality within their particular price
points. Our marketing strategy is to continue to compete primarily on the basis of quality and reputation rather than.
solely on the basis of price, and to continue to target the growing group of professmnal towing operators who as
end-users recognize the quality of our products. , \ e



Traditionally, the capital requirements for entry into the towing and recovery manufacturing industry have been
relatively low. Management believes a manufacturer’s capital resources and access to technological improvements
have become a more integral component of success in recent years.. Certain of our competitors may. have greater
financial and other resources and may provide more attractive dealer and retail customer financing alternatives than -
we do. . .

Towing Services - RoadOne

In 1997 we formed RoadOne, Inc. 1o build a national towing services network. However, in 2002 we made the
decision to sell our towing services operations. As of December 31, 2003, all of the lowing services operations had
either been sold or closed, and as of December 31, 2006, there were no assets remaining from prevmus towing
services market sales. T .

In October 2005, RoadOne, Inc. filed for liquidation under Chapter 7 of the federat bankruptcy laws in the
Bankruptcy Court of the Eastern District of Tennessee and a trustee was appointed. In December 2006, the trustee’s
final report was approved by the United States trustee, and the final decree was entered on June 19, 2007. Asa
result of the bankruptcy proceedings, RoadOne, Inc. was deconsolidated from our financial statements as of
December 31, 2006, The deconsolidation resulted in a pre-tax, non-cash gain of $126,000.

Employees . ) . Lt

We employed approximately 900 people as of December 31, 2007. None of our employees are covered by a
collective bargaining agreement, though our employees in France and the United Kingdom have certain similar
rights provided by their respective government’s employment regulations, We consider our employee relations to
be good.

Intellectual Property Rights .
Our development of the underlift parallel linkage and L-arms is considered one of the most innovative
developments in the wrecker industry. This technology is significant primarily because it allows the damage-free
towing of newer aerodynamic vehicles made of lighter weight materials. This technology, particularly thc L-arms,
is used in a majority of comumetcial wreckers today We hold a number of utllny and design patents covering other
of our products, including the Vulean * scoop * wheel-retainer and the car carrier anti-tilt device. We have also
obtained the rights to use and develop certain technologies owned or patented by others. Management believes that,
until the patents on our technology expire, utilization of our patented technology without a license is an mfrmgemem
of such patents, We have successfully litigated infringement lawsuits in which the vahdlty of our patents on our
techno]ogy was upheld, and successfully settled other lawsuits. Pursuant to the terms of a consent judgment entered
into in 2000 with the Antitrust Division of the U.S. Department of Justice, we aré required to offer non- excluswe
royalty-bearing licenses to certain of our key patents to all tow truck and car carrier manufacturers.

Our trademarks “Century,” “Holmes,” “Champion,” “Challenger,” “Formula 1,” “Eagle Claw Self-Loading
Wheellift,” “Pro Star,” “Street Runner,” “Vulcan,” “Right Approach™ and “Extreme Angle,” among others, are.
registered with the United States Patent and Trademark Office. Management believes that our trademarks are weli-
recognized by dealers, distributors and end -users in their respective markets and are assocm(ed with a high level of
quality and value. S

»

Government Regulations and Enviromhental Matters
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Our operations are subject to federal, state and local laws and regulations relating to the generation, storage,
handling, emission, transportation and discharge of materials into the environment. Management believes that we
are in substantial compliance with all applicable federal, state and local provisions relating to the protection of the
environment. The costs of complying with environmental protection laws and regulations has not had a material
adverse impact on our financial condition or resuits of operations in the past and is not expected to have a material )
adverse impact in the future.




We are also subject to the Magnuson-Moss Warranty Federal Trade Commission Improvement Act which
regulates the description of warranties on products. The description and substance of our warranties are also subject
to a variety of federal and state laws and regulations applicable to the manufacturing of vehicle components.
Management believes that continued compliance with various government regulations will not materially affect our
operations.

Executive Officers of the Registrant

Information relating to our executive officers as of the end of the period covered by this Annual Report is set forth
below. There are no family relationships among the executive officers, directors or nominees for director, nor are there
any arrangements or understandings between any of the executive officers and any other persons pursuant to which
they were selected as executive officers.

Name : Age . Position
William G. Miller ... 61 Chairman of the Board and Co-Chief Executive Officer
Jeffrey I. Badgley .....cooooevvevieiieccein 55 President and Co-Chief Executive Officer
Frank Madonia ..., 59 Executive Vice President, Secretary and General Counsel
J.Vincent Mish ... 57 Executive Vice President, Chief Financial Officer and

Treasurer

William G. Miller has served as Chairman of the Board since April 1994 and our Co-Chief Executive Officer
since October 2003. Mr. Miller served as our Chief Executive Officer from April 1994 until June 1997. In June
1997, he was named Co-Chief Executive Officer, a title he shared with Jeffrey [. Badgley until November 1997,
Mr. Miller also served as our President from April 1994 to June 1996. He served as Chairman of Milter Group, Inc.
from August 1990 through May 1994, as its President from August 1990 to March 1993, and as its Chief Executive
Officer from March 1993 until May 1994. Prior to 1987, Mr. Miller served in various management positions for
Bendix Corporation, Neptune International Corporation, Wheelabrator-Frye, Inc. and The Signal Companies, Inc.

Jeffrey I. Badgley has served as our Co-Chief Executive Officer with Mr. Miller since October 2003, as our
President since June 1996 and as a director since January 1996. Mr. Badgley served as our Chief Executive Officer
from November 1997 to October 2003. In June 1997, he was named our Co-Chief Executive Officer, a title he
shared with Mr. Miller until November 1997. Mr. Badgley served as our Vice President from 1994 to 1996, and as
our Chief Operating Officer from June 1996 to June 1997. In addition, Mr. Badgley has served as President of
Miller Industries Towing Equipment In¢, since 1996, Mr. Badgley served as Vice President—Sales of Miller
Industries Towing Equipment, Inc. from 1988 to 1996. He previously served as Vice President—Sales and
Marketing of Challenger Wrecker Corporation from 1982 until joining Miller Industries Towing Equipment Inc.

Frank Madonia has served as our Executive Vice President, Secretary and General Counsel since September
1998. From April 1994 to September 1998 Mr. Madonia served as our Vice President, General Counsel and
Secretary. Mr. Madonia served as Secretary and General Counsel to Miller Industries Towing Equipment, Inc. since
its acquisition by Miller Group in 1990. From July 1987 through April 1994, Mr. Madonia served as Vice
President, General Counsel and Secretary of Flow Measurement. Prior to 1987, Mr. Madonia served in various legal
and management positions for United States Steel Corporation, Neptune International Corporation, Wheelabrator-
Frye, Inc. and The Signal Companies, Inc.

J. Vincent Mish is a certified public accountant and has served as our Chief Financial Officer and Treasurer
since June 1999, a position he also held from April 1994 through September 1996. In December 2002, Mr. Mish
was appointed as our Executive Vice President. He also has served as President of the Financial Services Group
since Septernber 1996 and as a Vice President of Miller Industries since April 1994, Mr. Mish served as Vice
President and Treasurer of Miller Industries Towing Equipment, Inc. since its acquisition by Miller Group in 1990.
From February 1987 through April 1994, Mr. Mish served as Vice President and Treasurer of Flow Measurement.
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Mr. Mish worked with Touche Ross & Company (now Deloitte and Touche) for over ten years before serving as
Treasurer and Chief Financial Officer of DNE Corporation from 1982 to 1987. Mr. Mish is a member of the
American Institute of Certified Public Accountants-and the Tennessee and Michigan Certified. Publlc Accountant .
societies. : g

Available Information

Our Internet website address is www.millerind.com. We make available free of charge through our website our
Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and
amendments to those reports, as soon as reasonably practicable after we file them with, or furnish them to, the -+
Securities and Exchange Commission. Our Corporate Governance Guidelines and Code of Business Conduct and
Ethics are also available on our website and-are available in print to any shareholder who mails a request to:
Corporate Secretary, Miller Industries, Inc., 8503 Hilltop Drive, Qoltewah, Tennessee 37363. Other corporate
governance-related documents can be found at our website as wcll

ITEM 1A. RISK FACTORS

There are many factors that affect our business and the results of our operations, some of which are beyond our
control. The following is a description of some of the important factors that may cause the actual results of our
operations in future periods to differ materially from those currently expected or des:red We encourage you to read
this section carefully. . N

Our business is subject to the cyclical nature of our industry, consumer confidence, fluctuations in interest rates
and changes in economic conditions in general. Adverse changes with respect to these factors may lead to a
downturn in our business. - :

The towing and recovery industry is cyclical in nature and historically the industry has been affected by.
consumer confidence, fluctuations in interest rates and changes in economic conditions in general. Downturns in the
economy, declines in consumer confidence and fluctuations in interest rates, or a combination of these factors, have
in the past, and could in the future, have a material adverse effect on our operations.

Overall demand from our customers may be affected by increases in their fuel and insurance costs, the' reduced
availability of credit and changes in weather conditions. "

In recent years, our customers$ have experienced substantial increases in fuel and other transportation costs, and
in the cost of insurance, and there can be no assurance that these costs will not continue to increase for our
customers in the futuré. Additionally, our customers also have, from time to time, experienced reduced availability
of credit and have been subject to unpredictable and varying weather conditions.. Reduced availability of credit and
unpredictable weather conditions negatively affect the ability of our customers to purchase, and their capacity for
purchasing, towing and related equipment. Cost increases, reductions in the availability of credit, and unpredictable
weather conditions have had, and may continue to have, a negative effect on our customers, and, consequently, a
material effect upon our business and operating results,

Our dependence upon outside suppliers for our raw materials, including aluminum, steel, petroleum-related
products and other purchased component parts, leaves us sub]ect to price increases and delays in receiving
supplies of such materials or parts. - : | .

We are dependent upon 0utsnde suppliers for our raw material needs and other purchased component parts, and
although we believe that these suppliers will continue to meet our requirements and specifications, and that
alternative sources of supply are available, events beyond our control could have an adverse effect on the cost or
availability of raw materials and component parts.” Shipment delays, unexpected price increases or changes in
payment terms from our suppliers of raw materials or component parts could impact our ability to secure necessary
raw materials or component parts, or to secure such materials and parts at favorable prices. For example, recent
increases in demand for aluminum, steel and petroleum-related products, as well as disruptions in the supply of raw
materials, have resulted in substantially higher prices for raw materials. Partially to offset these increases, we have,

7




from time to time, implemented general price increases and cost surcharges. While we have attempted to pass these
increased costs on to our customers, there can be no assurance that we will be able to continue to do so.
Additionally, demand for our ptoducts could be negatively affected by the unavailability of truck chassis, which are
manufactured by third parties and are frequently supplied by us, or are purchased separately by our distributors or by
towing operators. Although we believe that sources of our raw materials and component parts will continue to be
adequate to meet our requirements and that alternative sources are available, shortages, price increases or delays in
shipments of our raw materials and component parts could have a material adverse effect on our financial
performance, competitive position and reputation,

Our competitors could impede our ability to attiract new customers, or attract current customers away from us.

The towing and recovery equipment manufacturing industry is highly competitive. Competition for sales exists
domestically and internationally at the manufacturer, distributor and towing-operator levels and is based primarily
on product quality and innovation, reputation, technology, customer service, product availability and price. In
addition, sales of our products are affected by the market for used towing and recovery equipment. Certain of our
competitors may have substantially greater financial and other resources and may provide more attractive dealer and
retail customer financing alternatives than us.

Our future success depends upon our ability to develop proprietary products and technology.

Historically, we have been able to develop or acquire patented and other proprietary product innovations which
have allowed us to produce what management believes to be technologically advanced products relative to most of
our competition. Certain of our patents have expired, and others will expire in-the next few years, and as a result,
we may not have a continuing competitive advantage through proprietary products and technology. In addition,
pursuant to the terms of a consent judgment entered into in 2000 with the Antitrust Division of the U.S. Department
of Justice, we are required to offer non-exclusive royalty-bearing licenses to certain of our key patents to all wrecker
and car carrier manufacturers. Our historical market position has been a result, in part, of our continuous efforts to
develop new products. Qur future success and ability to maintain market share will depend, to an extent, on new
product development.

Our international operations are subject to various political, economic and other uncertainties that could
adversely affect our business results, including by restrictive taxation or other government reguianon and by
Joreign currency fluctuation. .

A significant portion of our net sales and production in 2007 were outside the United States, primarily in
Europe. As a result, our operations are subject to various political, economic and other uncertainties, including risks
of restrictive taxation policies, changing political conditions and governmental regulations. Also, a substantial
portion of our net sales derived outside the United States, as wel! as salaries of employees located outside the United
States and certain other expenses, are denominated in foreign currencies, including British pounds and the Euro. We
are subject to risk of financial loss resulting from fluctuations in exchange rates of these currencies against the U.S.
dollar, i

Projects to modernize and expand our manufacturing facilities could adversely affect production at those
Jacilities. o .

We recently completed a project to modernize and expand our Hermitage, Pennsylvania manufacturing facility,
and expect to complete a similar project at our Ooltewah, Tennessee manufacturing facility during the first haif of
2008. In addition, from time to time we evaluate the need for similar projects at our other existing manufacturing
facilities depending, in part, on anticipated demand for our products. Although we have implemented a plan to . .
minimize the impact of these existing modernization activities on our current production, construction delays and
related problems could arise as a result of our expansion efforts. Construction or other related problems at any one
of our facilities could result in manufacturing delays, and could otherwise adversely affect our ability to operate
these facilities at full manufacturing capacity.




The requirements and restrictions imposed by our senior credit facility restrict our ability to operate our business,
and failure to comply with these requirements and restrictions could adversely affect our business. '

The terms of our senior credit facility restrict our ability and our subsidiaries’ ability. to, among other things,
incur additional indebtedness, pay dividends or make certain other restricted payments or investments in certain
situations, consummate certain asset sales, enter into certain transactions with affiliates, incur liens, or merge or
consolidate with any other person or sell, assign, transfer, lease, convey or otherwise dispose of all or substantially
all of our or their assets. Our senior credit facility also requires us to meet certain financial tests, and to comply with
certain other reporting, affirmative and negative covenants.

If we fail to comply with the requirémems of our senior credit facility, such non-compliance would result in an.
event of default. If not waived by the lending group, such event of default would result in the acceleration of the
amount due under the senior credit facility, and may permit our lenders to foreclose on our assets that secure the
senior credit facility. : .

Our ability to service our credit arrangements may be affected by fluctuations in interest rates.

Interest on our obligations outstanding under our senior credit facility and other credit arrangements is
connected to the LIBOR rate or prime rate, Therefore, an increase in the LIBOR rate or the prime rate would
increase interest expense and could have an effect on our ability to satisfy our obligations under those arrangements
outstanding at any particular time. Our liquidity and access to capital resources could be affected by increasing
interest rates. ' '

We depend upon skilled labor to manufacture our products, and if we experience problems hiring and retaining
skilled labor, our business may be negatively affected. '

The timely manufacture and delivery of our products requires an adequate supply of skilled labor, and the
operating costs of our manufacturing facilities can be adversely affected by high turnover in skilled positions.
Accordingly, our ability to increase sales, productivity and net earnings will be limited to a degree by our ability to
employ the skilled laborers necessary to meet our requirements. There can be no assurance that we will be able to
maintain an adequate skilled labor force necessary to efficiently operate our facilities. .In addition, in connection
with a representation petition filed by the United Auto Workers Union with the National Labor Relations Board, a
vote was held on union representation for employees at our Ooltewah, Tennessee manufacturing plant in 2002,
These employees voted against joining the United Auto Workers Union, but the vote was subsequently overturned
by the National Labor Relations Board. Thereafter, a new vote was scheduled for February 2005, but this vote was
cancelled at the request of the United Auto Workers Union. While our employees are not currently members of a
union, there can be no assurance that the employees at our Qoltewah manufacturing plant, or any other of our
employees, may not choose to become unionized in the future. :

L

We are subject to certain retained liabilities related to the wind down of our towing services aperations.

] . y

We sold or closed all remaining towing services businesses during 2003. -As a result, almost all of our former
towing services businesses now operate under new ownership, and in general the customary operating liabilities of
these businesses were assumed by the new owners. Qur subsidiaries that sold these businesses may be subject to
some continuing liabilities with respect to their pre-sale operations, including, for example, liabilities related to
litigation. Miller Industries, Inc. may be subject to some of such continuing liabilities by virtue of certain direct
contractual parent guarantees.

In October 2005, our subsidiary, RoadOne, Inc., filed for liquidation under Chapter 7 of the federal bankruptc-y
laws in the Bankruptcy Court of the Eastern District of Tennessee and a trustee was appointed. In December 2006,
the trustee’s final report was approved by the United States trustee, and the final decree was entered on June 19,
2007. '



Any loss of the services of our key executives could have a material adverse impact on our operations.
Our success is highly dependent on the continued services of our management team. The loss of services of one
or more keyimembers of our senior management.team could have a material adverse effect on us. -
- i .t ! ‘ D .
A product liability claim in excess of our insurance coverage, or an inability to acquire or maintain insurance at
commercially reasonable rates, could have a material adverse effect upon our business. . .

We are subject to various claims, including product liability claims arising in the ordinary course of business,
and may at times be a party to various legal proceedings incidental to our business. We maintain reserves and
liability insurance coverage at levels based upon commercial norms ‘and our historical claims experience. A
successful product liability or other claim brought against us in excess of our insurance coverage, or the inability of -
us to acquire or maintain insurance at commercially reasonable.rates, could have a material adverse effect upon our
business, operating results and financial condition,

L

Qur stock price may fluctuate greatly as a result of the general volatility of the stock market.

From time to time; there may be significant volatility in the market price for our commeon stock. Our quarterly
operating results, changes in earnings estimated by analysts, if any, changes’in general conditions iri our industry or
the economy or the financial markets or other developments affecting us could cause the market price of the
common stock to fluctuate substantially. In addition, in recent years the stock market has experienced significant
price and volume fluctuations. This volatility has had a significant effect on the market prices of securities issued by
many companies for reasons unrelated to their operating performance.

Our Chairman and Co-Chief Executive Officer owns a substantial interest in our common stock. He may vote
his shares in ways with which you disagree.

William G. Miller, our chairman and Co-Chief Executive Officer, beneficially owns approximately 12% of the
outstanding shares of our common stock. Accordingly, Mr. Miller has the ability to exert significant influence over
our business affairs, including the ability to influence the election of directors and the result of voting on all matters
requiring shareholder approval : . - \ ‘

Our charter and bylaws contain anti-takeover provisions that may make it more diffi cm’l or expensive (o acquire
us in the future or may negatively affect our stock price. .

Our charter and bylaws contain restrictions that may discourage other persons from attempting to acquire
control of us, including, without limitation, prohibitions on shareholder action by written consent and advance notice
requirements regarding amendments to certain provisions of our charter and bylaws. 'In addition, our charter
authorizes the issuance of up to 5,000,000 shares of preferred stock. The rights and preferences for any series of
preferred stock may be set by the board of directors, in its sole discretion and without shareholder approval, and the
rights and preferences of any such preferred stock may be superior to those of common stock and thus may
adversely affect the rights of holders of common stock. .

ITEM'1B. UNRESOLVED STAFF COMMENTS
None. : T

ITEM 2. PROPERTIES

We operate four manufacturing facilities in the United States. The facilities are located in Ooltewah,
Tennessee; Hermitage, Pennsylvania, Mercer, Pennsylvania; and Greeneville, Tennessee. The Ooltewah plant,”
containing approximately 302,000 square feet, produces light and heavy duty wreckers and trailers; the Hermitage
plant, containing approximately 118,000 square feet, produces car carriers; the Mercer plant, containing
approximately 110,000 square feet, produces car carriers and light duty wreckers; and the Greeneville plant,
containing approximately 112,000 square feet, produces car carriers, heavy duty wreckers and trailers.

10




We also have manufacturing operations at two facilities located in the Lorraine region of France, which have, in
the aggregate, approximately 180,000 square feet, and manufactunng operations in Norfolk England, with
approximately 48,000 square feet.

We recently completed a project to modernize and expand our manufacturing facility in Hermitage,
Pennsylvania, and expect to complete a similar project at our Qoltewah, Tennessee manufacturing facility during
2008.

ITEM 3. LEGAL PROCEEDINGS

We are, from time to time, a party to litigation arising in the normal course of our business. Litigation is subject
to various inherent uncertainties, and it is possible that some of these matters could be resolved unfavorably to us,
which could result in substantial damages against us. We have established accruals for matters that are probabie and
reasonably estimable and maintain product liability and other insurance that management believes to be adequate.
Management believes that any liability that may ultimately resuit from the resolution of these matters in excess of
available insurance coverage and accruals will not have a material adverse effect on our consolidated financial
position or results of operations. :

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of our security holders during the last three months of the period covered by
this Annual Report.
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ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

. : :
Market Price of and Dividends on the Registrant’s Common Equity and Related Stockholder Matters

Our common stock is traded on the New York Stock Exchange under the symbol “MLR.” The following tab]e
sets forth the quarterly range of high and low sales prices for the common stock for the periods indicated.

Price Range of Common Stock

Period ) ' T High Low
Year Ended December 31, 2006 . L
FAPSt QUATTE ....c.t et iee s e saesr e ree e e et enssasseeaseseaste e sesssensatemessssrsenns $ 2613 £ 1972 |
Second Quarter 29.31 17.60 !
Third QUATET .....c.overirreriernre e rimses e reseseres 21.50 16.61 i
FOUMh QUATTET .......cviieriiiiiiit et en e r e sncs s et bbb bbbt e b 24.71 17.95
Year Ended December 31, 2007 . : ' .
FUPSUQUAITET .....oueo ettt cree st vese e s st s e bs bt ssnobssrns s emensernene st snestonassonnesinn $ 2418 $ 2034
Second Quarter ......covveereeveevianns ; 26.08 . . 21.78
Third Quarter ........cccovvceeevreeereenes 26.45 15.23
Fourth QUATEr ..... ... enss s ate st eeas e e e e e e e neen 18.04 11.72
Year Ending December 31, 2008
First Quarter (through March 10, 2008).........ccocvviiniinnines v rsrseseeeenns $ 1415 $ 11.06
The approximate number of holders of record and beneficial owners of common stock as of December 31, 2007
was 510 and 4,800, respectively.

We have never declared cash dividends on our common stock. We intend to retain our earnings and do not
anticipate paying cash dividends in the foreseeable future. Any future determination as to the payment of cash
dividends will depend upon such factors as eamnings, capital requirermnents, our financial condition, restrictions in
financing agreements and other factors deemed relevant by our board of directors. The payment of dividends by us is
restricted by our revolving credit facility.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

There were no share repurchases during the fourth quarter of 2007.
Sales of Unregistered Securities

We did not sell any unregistered securities during the year ended December 31, 2007.

Performance Graph

The following line graph compares the percentage change in the cumulative shareholder return of our common
stock with The New York Stock Exchange Composite Index and the Standard & Poor’s Construction Index over the
period of time from December 31, 2002 through December 31, 2007. The respective returns assume reinvestment of
dividends paid.
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Comparison of Cumulative Total Returns

v ) . : ) 1 ' . ‘ LAy

- 800
- Miler hduslrief. nc. .
700 -|— —=— NYSE Composite Index
—&—- S&P Construction index
600 | - i e we e
500 - -
N
400 | -
-l
QO
300 - - - - . .
200 { -— -~ -
100 |-+ - -
0 - - ‘ ‘ . :
12-31-02 12-31-03 12-31-04 12-30-05 12-29-06 12-31-07
T 2 1231702 1231/03 12/31/04  12/30/05  12/29/06  12/31/07
* Miller Industrics, nc. - 100 124 350 629 744 . 424
NYSE Composite Index(1) 100 129 145 155 - ‘183 195
S&P Construction lndex(2) 100 170 206 237 ‘254 345
(1) The New York Stock Exchange revised the NYSE Composue Index as of December 31, 2002, The change recalibrated
the base year as December 31, 2002.
(2). . Forthe year ended December 31, 2002, Standard & Poors transferred the Heavy Duty Trucks and Parts mdcx, the index

previously used by the Company, to the S&P 500 — Construction and Farm Machinery and Heavy Trucks Index. Asa
result, the Company has elected to use the S&P 500 — Construction and Farm Machinery and Heavy Trucks index in the
above comparison.
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ITEM 6.

The following table presents selected statement of operat.ions data and selected balance sheet data on a

SELECTED FINANCIAL DATA

consolidated basis. We derived the selected historical consolidated financial data from our audited consolidated
financial statements and related notes. You should read this data together with Item 7—“Management’s Discussion
and Analysis of Financial, Condition and Results of Operation” and our consolidated firiancial statements and related
notes that are a part of this Annua! Report on Form 10-K.

y

Statement of Operations Data (1):
Net Sales:
Towing and recovery equipment

Towing services

Costs and expenses:
Costs of operations:
Towing and recovery equipment
Towing services

Selling, general, and administrative expenses
Special charges (2)
Interest expense
Total costs and expenses
Income from continuing operations before income
taxes
Income tax provision
Income from continuing operations
Discontinued operations:
Gain (loss) from discontinued operations, net of
taxes
Tax benefit of advances to and investment in
certain discontinued operations

Gain:(loss) from-discontinued operations. .

Net income (loss)
Basic net income {loss) per common share:
Income from continuing operations ,

Gain (loss) from discontinued operations
Basic income (loss)
. I . . 14 ¥ .
Diluted net income (loss) per common share:
Income from continuing operations

Gairi (loss) from discontinued operations -

Diluted income (loss) ;
Weighted average shares outstanding:

Basic
Diluted

¢

Years Ended December 31,

2007 2006 2005 2004 7003
(In thousands except per share data)
.
§ 400032 $ 409421 § 351,884 $ 236308 § - 192,043
- - - - . 13,953
300,032, 209,421 351,884 736,308 205,996
343,885 349,639 301,943 205,021 168,390
- - - - . 10,618
343,885 349,630 301,043 205,021 179,008
27.105 26,837 24,203 18,904 17.411
- - - - 682
3,392 31,518 4,012 4,657 5,609
374,382 379,994 330,248 228,582 202,710
25,650 29,427 21,636 7.726 3,286
9.319 2,454 2.936 740 1216
16,331 26,973 18,700 5,986 2,070
- 126 (114) (1,511) (16,223)
- (18,244) - - -
- 18,370 114 (1510 (16.223)
$ 16,331 3 35343 S 18,586 § 5475 8§ (14.153)
$ . 141§ 237§ 167 8 064 § 022
- 1.62 ©01) '(0.14) (1.74)
$ 141 S 309 § 166 5 050 (1.52)
$ 140§ 233 0§ T+ 163 s 064 $ 0.22
- 158 . 00 ¢ .. - (0.14) (1.74)
s 140, 8 391§ 162 '8 050 S (1.52)
11,556 11,360 11,226 10,860 - 9342
11,655 11,596 11,474 10,082 9.342

14




December 31, -

2007 2006 2005 2004 2003
Balance Sheet'Data: : C
Working capital s 82,092 3 - 76,266 § 50,406 § 39978 % 31,136
Total assets 189,042 197,432 144,570 127,822 131,818
Long-term obligations, less current portion 4,203 10,537 16,803 24,345 29,927
Common shareholders’ equity 132,488 113,383 64,755 46,785 27,997

/
(1) The results of operations and toss on disposal associated with certain towing services operations, which were sold in June 2003, have been
reclassified from discontinued to continuing operations for all perjods presented because of our significant continuing involvement in the
. operations of the disposal components through a consulting agreement and our onigoing interest in the cash flows of the operations of the
disposal components through a tong-term licensing agreement. ‘

(2) Special charges and other net opersting expenses include a loss on the sale of operations of $682 for the year ended December 31, 2003 for
continuing operations. . o

15



ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
The following discussion of our results of operations and financial condition should be read in conjunction with . -
the Consolidated Financial Statements and Notes thereto. '

Executive Overview

Miller Industries is the world’s largest manufacturer of vehicle towing and recovery equipment, with domestic
manufacturing subsidiaries in Tennessee and Pennsylvania, and foreign manufacturing subsidiaries in France and
the United Kingdom. We offer a broad range of equlpment to meet our customers’ design, capac1ty and cost -
requirements under our Century®, Vulcan®, Challenger®, Ho]mes Champlon Chevron™, Eagle®: Tltan , Jige™
and Boniface™ brand names.

Overall, management focuses on a variety of key indicators to monitor our operating and financial performance.
These indicators include measurements of revenue, operating income, gross margin, income from continuing
operations, earnings per share, capital expenditures and cash flow.

We derive revenues primarily from product sales made through our network of domestic and foreign
independent distributors. Our revenues are sensitive to a variety of factors, such as demand for, and price of, our
products, our technological competitiveness, our reputation for providing quality products and reliable service,
competition within our industry, the cost of raw materials (including aluminum, steel and petroleum-related
products) and general economic conditions.

Our industry is cyclical in nature and increasingly over the course of 2007 the overall demand for our products
and our resulting revenues were negatively affected by lower levels of consumer confidence, fluctuating interest
rates, higher fuel and insurance costs, and economic conditions in general. We continue to be concerned about
general economic conditions and the effect they could have on the towing and recovery industry. Accordingly, we
continue to take steps to reduce our production levels and lower our costs in response to these uncertainties. We will
continue to monitor our cost structure to ensure that it remains in line with business conditions.

In the first half of 2007, we completed orders under several municipal and military contracts, but with only a
small number of subsequent additional orders on those contracts, our overall order intake has moderated. We
continue to work to secure additional follow-on orders under these contracts, but we cannot predict the success or
timing of any such orders.

In addition, we have been and will continue to be affected by increases in the prices that we pay for raw
materials, particularly aluminum, steel, petroleum-related products and other raw materials. Raw material costs
represent a substantial part of our total costs of operations, and management expects aluminum and steel prices to
remain at historically high levels for the foreseeable future. In the past, as we have determined necessary, we have
implemented price increases to offset these higher costs. We also began to develop alternatives to the components
used in our production process that incorporate these raw materials. We have shared several of these alternatives
with our major component part suppliers, and some of our suppliers have begun to implement them in the
production of our component parts. We continue to monitor raw material prices and availability in order to more !
favorably position the company in this dynamic market. 1‘

In July 2007, we amended our Senior Credit Agreement with Wachovia to, among other things, reduce the non \
default rate of interest under the revolving and term portions of our senior credit facility, increase the ratio of ‘
leverage permitted under the Consolidated Leverage Ratio covenant, extend the maturity date of the revolver, and
maodify certain of the negative covenants and events of default. Total senior debt at December 31, 2007 was $3.5
million, which represents a significant decrease in our overall indebtedness from prior periods.

In May 2007, we repaid the remaining $5.0 million principal balance under our junior credit facility and with
such payment, ali loans under our junior credit facility were paid in full. In July 2007, in connection with the
amendments to our Senior Credit Agreement, the junior credit facility was terminated.
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In 2007, we completed our modemization and expansion projects at our manufacturing facility in Hermitage,
Pennsylvania, and we expect to complete a similar project at our Qaltewah, Tennessee manufacturing facility in the
first half of 2008. We believe these modernization and expansion efforts will position us to more effectively.face
the challenges of the global marketplace in'the future. * - - C . '
Discontinued Operations - . : ‘ : . ‘ S

. + . L - [ ¢ : :

During 2002, management and'the board of directors'made the decision to divest our towing services segment,
as well as the operations of the distribution’ group of our towing and recovery equipment.segment.’ In accordance .
with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” the assets of the towing
services segment and the distribution group were considered a “disposal group” and were no longer depreciated. All
assets and liabilities and results of operations associated with these assets were separately presented in the
accompanying financial statements. The-analyses-contained herein are of continuing operations unless otherwise
noted. In 2006, a galn from dlscontmued operatlons was recogmzed on the deconsolidation of RoadOne Inc o

ln October 2005 RoadOne Inc. filed for llqu:datlon under Chapter 7 of the federal bankruptcy laws in the
Bankruptcy Court of the Eastern District of Tennessee and a trustee was appointed. In December 2006, the trustee’s
final report was approved by the United States trustee, and the final decree was entered on June 19, 2007.

Critical Accounting Policies o Coe

Our consolidated financial statements are prepared in accordance with accounting principles generally accepted
in the United States of America, which require us to' make éstimates. Certain accounting policies are deemed - .
“critical,""as they require management’s.highest degree of judgment, estimates and assumptions. A discussion of*
critical accounting policies the judgments and uncertainties affecting their application and the likelihood that
materially dlfferent amounts would be reported under dlfferent conditions or using dlfferent assumptions follows:

LI N g . . T . “t -

Accounts receivable o . P

We extend credit to customers in the normal course of business. Collections from customers are'continuously
monitored and an allowance for doubtful accounts is maintained based on historical experience and any specific
customer collection issues. While such bad debt expenses have historically been within expectations and the
allowance established, there can be no assurance that we will continue to experience the same credit loss rates as in
the past.

f
Valuation of long-lived assets and goodwill

_ Long-lived assets and goodwill are reviewed for impairment whenever events or circumstances indicate that the
carrying amount of these assets may not be fully recoverable. When a determination has been made that the
carrying amount of long-lived assets and goodwill may not be fully recovered, the amount of impairment is
measured by comparing an asset’s estimated fair value to its carrying value. The determination of fair value ts based
on projected future cash flows discounted at.a rate determined by management, or if available mdependent '
appraisals or sales price negotiations. The ‘estimation of fair value includes significant judgment regardmg
assumptions of revenue, operating costs, interest rates, property and equipment additions; and industry competition
and general economic and business conditions among other factors. We believe that these estimates are reasonable;
however, changes in any of these factors could affect these evaluations. Based on these estimations, we believe that
our long-lived assets are appropriately valued. '

Warranty reserves .

We estimate expensé for product warranty claims at the time products are sold. These estimates are established
using historical information about the nature, frequency and average cost of warranty claims. We review trends of
warranty claims and take actions to improve product quality and minimize warranty claims. We believe the
warranty reserve is adequate; however, actual claims incurred could differ from the original estimates, requiring
adjustments to the accrual.
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Income taxes . Lo ~

We recognize deferred tax assets and liabilities based on differences between the financial statement carrying
amounts and the tax bases of assets and liabilities. Differences between the effective tax rate and the expected tax -
rate are due to changes in deferred tax assets. We consider the need to record a valuation allowance to reduce
deferred tax assets to the amount that is more likely than not to be realized. We consider tax toss carryforwards,
reversal of deferred tax liabilities, tax planning and estimates of future taxable income in assessing the need for a
valuation allowance. If unrecognized tax positions exist, we record interest and penalties related to the
unrecognized tax positions as income tax expense in our consolidated statement of operations.

Revenues

Under our accounting policies, revenue is recorded when the risk of ownership for products has transferred to
independent distributors or other customers, which is generally upon shipment. While we manufacture only the
bodies of wreckers, which are installed on truck chassis manufactured by third parties, we frequently purchase the
truck chassis for resale to our customers. Sales of company-purchased truck chassis are included in net sales.
Margins are substantlally lower on completed recovery vehicles contammg company-purchased chassis because the
markup over the cost of the chassis is nominal. .

Foreign Currency Translation RPN

The functional currency for our foreign operations is the applicable local currency. The translation from the
applicable foreign currencies to U.S. dollars-is performed for balance sheet accounts using current exchange rates in
effect at the balance sheet date, historical rates for equity and the weighted average exchange rate during the period
for revenue and expense accounts. The gains or losses resulting from such translations are included in shareholders
equity. For intercompany debt denominated in a currency other than the functional currency, the remeasurement
into the functional currency is also included in shareholders’ equity as the amounts are considered to be of a
long-term investment nature. . .

*

Results of Operatlons

The followmg table sets forth for the years mdlcated the components of the consohdated statements of
operations expressed as a percentage of net sales.

2007 2006 2005
Continuing Operations: ) . . . .
Net Sales 100.0% 100.0% 100.0%
Costs and expenses: . ' ‘ ‘ ‘
Costs of operations 86.0% 85.4%. . 85.8%
Selling, general and admmlstmtlve 6.8% _ 6.6% 6.9%
Interest expense ) o 0.9% 0.8% | 1.1%
Total costs and cxpenses o . 93.7% 92.8% . 93.8%
Income before income taxes . ) . 6.3% , 7.2% 6.2%
Discontinued Operations: : y a :
Net Sales . ' ) . ‘ - 100.0% 100.0%
Costs and expenses: . .
Costs of operations ' - 93.0% 90.3%
Selling, general and administrative - 8.6% 10.9%
Gain on deconsolidation - (32.7)% ) 0.0%
Interest expense - 0.0% 0.0%
Total costs and expenses ' : - 68.9% 101.2%
Income (loss) before income tixes - ' - ) - : L% C(1.2)%

e ! /
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Year Ended December 31, 2007 Compared to Year Ended December 31, 2006

Continuing Operations ' o
Net sales were $400.0 million for the year ended December 31, 2007, compared to $409.4 million for the year
ended December 31, 2006, a decrease of 2.3%. This decrease was attributable to lower production levels in
response to moderating demand and the absence of significant follow-on orders under certain mumcrpal and military
contracts for which orders were completed in 2006 and during the first half of 2007.

Cost of operations decreased to $343.9 million for the year ended December 31, 2007 from $349.6 mitlion for
the year ended December 31, 2006, which was attributable to lower overall production levels in 2007 compared to .
2006 as described above. As a percentage of sales, cost of operations increased slightly from 85.4% for the year
ended December 31, 2006 to 86.0% for the year erided December 31, 2007. .

Selling, general and administrative expenses for the year ended December 31, 2007 increased stightly to $27.1
million from $26.8 million for the year ended December 31, 2006 due generally to increases in personnel-related
expenses and other expenses.

Interest expense decreased to $3.4 million for the year ended December 31, 2007 from $3.5 million for the year
ended December 31, 2006, Decreases in interest expense were primarily due to decreases in overall levels of debt
(including bank debt) offset by increases in interest’on chassis purchases together wnh interest expense on
distributor floor plan financing. . "o « -

The provision for income taxes for the years ended December 31, 2007 and 2006 refiects a combined federal,
state and foreign tax rate of 36.3% and 8.3%, respectively. During 2006, we concluded that the valuation allowance
on the deferred tax assets established in prior years was no longer necessary given our sustained income and growth
through the year and the favorable pro_|ected earnings outlook. In 2006, we reversed the deferred tax valuation
allowance: '

1 1 . . i

Year Ended December 31, 2006 Compared to Year Ended December 31, 2005

Continuing Operations’
o v o RPN L o ' ) '

Net sales were $409.4 million for the year ended December 31, 2006, compared to $351.9 million for the year
ended December 31, 2005, an increase of 16.3%. This increase was attributable to continuing overall improvements
in market conditions with increases in demand leadmg to increases in production levels.

Cost of operanons 1ncreased to $349 6 mllhon for the year ended December 31 2006 from $30] .9 million for
the year ended December 31, 2003. -As a percentage of sales, cost of operations decreased slightly from 85.8% for
the year ended Ded¢ember 31, 2005 to.85.4% for.the year ended December 31, 2006 due to increases in productivity
as demand for our products increased, offset by product mix.

Selling, general and admlmstratlve expenses for the yéar ended December 31; 2006 increased to $26.8 million
from $24.3 million for the year ended Décember 31, 2005. Approximately 12.0% of the increase is attributable to
increased expenses related to our stock-based compensation, with the remainder being attributable to other
personnel-related expense and other expenses associated with higher sales volume. As a percentage of sales, selling,
general and administrative expenses decreased to 6.6% for the year ended December 31, 2006 from 6.9% for the
year ended December 31, 2005, - . : . :

During 2006, we concluded that the valuation allowance on the deferred tax assets established in prior years
was no longer necessary given our sustained income and growth through' the year and the favorable projected
earnings outlook. In 2006, we reversed the deferred tax valuation allowance. The provision for income taxes for the
years ended December 31, 2006-and 2005 reflects a combined federa! state and forelgn tax rate of 8.3% and 13.6%,
respectively.- . ' ' . N
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Discontinued Operations ' ' g - ' . .o

Net sales for the distribution group of the discontinued operations decreased to $385,000 for the year. ended
December 31, 2006 from $11.5 million for the year ended December 31, 2005, We sold all the remaining distributor
locations in December 2005. b

Cost of operations as a percentage of net.sales fof the distribution group were 93.0% for.the year ended
December 31, 2006 compared to 90.3% for the year ended December 31, 2005. .

Selling, general and administrative expenses.as a percentage of sales for the distribution group were 8.6% for
the year ended Deceimber 31, 2006 compared to 10.9% for the year ended December 31, 2005
N L~
The results of operatlon for the discontinued operauons includes the recogmtron of a pre-tax, non-cash gain on
deconsolidation of discontinued operations upon the RoadOne, Inc. liquidation from bankruptcy and the recognition
of an $18.2 million deferred tax asset related to deductible losses from excess tax basis of advances to and
investrments in certain discontinued operations.. . - . .

Interest Expense

Our total interest expense for continuing operations decreased to $3.5. million for the year ended December 31,
2006 from $4.0 million for the year ended December 31, 2005. Decreases in interest expense were primarily due to
decreases in overall debt levels. No interest expense was incurred for discontinued operations for 2006 or 2005,

Liquidity And Capltal Resources Co . . P

- Cash provrded by operating activities was $28 6 million.for the year ended December 31, 2007 compared to
$18.1 million for-the.year ended December 31, 2006, and-$13.4 million for the year ended Decermber 31, 2005. The.
cash provided by operating activities for 2007 reflects decreases in accounts receivable and inventory and the .
utilization of our deferred tax assets, partially offset by decreases in accounts payable primarily related to the timing
and terms of vendor payments. R . . .

Cash used in investing activities was $8.1 million for the year ended December 31, 2007, compared to $11.8
million used in investing activities for the year ended December 31, 2006, and $0.2 million provided by investing
activities for the year ended December 31, 2005. The cash used in mvestmg activities' for 2007 was primarily for the
purchase of property, plant and equlpment : oo

A ., 4 P ) + .

Cash used in financing actlvmes was $6.2 million for the year ended December 31, 2007, compared to $5.0
million for the year ended December 31, 2006, and $10.2 million for the year ended December 31, 2005. The cash
used in financing activities in 2007 was used to make payrients on our term loan under our senior credit facility, to
repay our remaining subordinated debt, and to repay other outstanding long-term debt and capital lease obligations.

Over the past year, we generally have used available cash flow to reduce the outstanding balance on our credit
facilities, to pay down other long-term debt obligations, and to pay for capital expenditures related to our plant
modemization. in addition, our working capital requirements have been and will continue to be significant in
connection with shifts in product mix to meet changes in customer demand. ‘ :

We have modernized and expanded our manufacturing facility in Hermitage, Pennsylvania and will complete a.
similar project at our manufacturing facility in Ooltewah, Tennessee during the first half of 2008. "The total cost of -
these projects is anticipated to be approximately $14.0 million. At December 31, 2007, we had remaining
commitments of approximately $2.8 million for these projects. We expecl to fund these remaining commitments
from cash flows from operatlons and unused avallablhty under our senior, credrt facrl;ty - .

1 L 1 o +

In May 2006, we repald $5.0 million of subordmated debt under our _]umor credlt fac1llty usmg additional
borrowings under the revolving portion of our senior credit facility, and in May 2007, we repaid the remaining $5.0
million principal balance of our junior credit facility.
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As of December'31, 2007, we had cash and cash equivalents of $23.3 million, exclusive of unused availability
under our senior credit facility. In addition to our modernization and expansion, our primary cash requirements
include working capital, other capital expenditures and interest and principal payments on indebtedness under our
senior credit facility. We expect our primary sources of cash to be cash flow from operations, cash and cash
equivalents on hand at December 31, 2007 and borrowings from unused availability under our senior credit facility.
We expect these sources to be sufficient to satisfy our cash needs during 2008 and for'the next several years.
However, our ability to satisfy our cash needs will substantially depend upon our future operating performance, and
financial, business and other factors, some of which are beyond our control.

Contractual Obligations

The following is a summary of our contractual obljgations as of December 3¢, 2007,

i .. ' . [ .
R .t o Lo 0 . L] 1

t -+ . Payment Due By Period (in thousands) .
Less than More than

Contractual Obligations(1) Total 1 year 1-3 years 3-5 years 5 years
Qutstanding Borrowings Under Senior

Credit Facility b3 3,500 $ .- 1400 $ 2,100 § 3
Outstanding Borrowings Under Junior = | - - - L= -

Credit Facility o ' _ o '

Mortgage Notes Payable - ' - 1,786 o5 1,701 oo -
Equipment Notes Payable (Capital© ' C : ' - ‘

Lease Obligations) 719 - 317 394 8 -
Operating Lease Obligations 2,239 667 895 262 415
Purchase Obligations (2} 23,294 23,294 - - - -
Commitments for construction and

acquisition of plant and equipment . 2,796 2,796 - N :
Total B 34334 § 28559 § | 5090 % 270 § 415

(1) Amounts do not include potential contingent obligations of $33.4 million under repurchase commitments with third-party
lenders in the event of customer default.

(2) Purchase obligations represent open purchase orders for raw materials and other components issued in the normal course of
business.

Credit Facilities and Other Obligations

Senior Credit Facility

We are party to a Credit Agreement with Wachovia Bank National Association for a $27.0 million senior
secured credit facility. The senior credit facility consists of a $20.0 million revolving credit facility, and a $7.0
million term loan. The senior credit facility is secured by substantially all of our assets, and contains cuslomary
representations and warranties, events of default and affirmative and negative covenants for secured facilities of
this type. On July 11, 2007, we agreed with Wachovia to make certain amendments to the Credit Agreement
which are described below. .

Formerly, in the absence of a default, all borrowings under the revolving credit facility bore interest at the
LIBOR Market Index Rate (as defined in the Credit Agreement) plus a margin of between 1.75% to 2.50% per
annum that was subject to adjustment from time to time based upon the Consolidated Leverage Ratio (as defined
in the Credit Agreement) and the term loan bore interest at a 30-day adjusted LIBOR rate plus a margin of
between 1.75% to 2.50% per annum that was subject to adjustment from time to time based upon the
Consohdated Leverage Ratlo Ther revolvmg credit facility was scheduled to exp:re on June 15, 2008, and the
term loan was scheduled to mature on June 15, 2010, R , '

Under the amended Credit Agreement, the non-default rate of interest under the revolving credlt facility and
term loan was reduced to be the LIBOR Market Index Rate plus a margin of between 0.75% to 1. 50% per annum
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that is subject to adjustment from time to time based upon the Consolidated Leverage Ratio, and the maturity date of
the revolving credit facility was extended to June 17, 2010. 'The amendments also increased the ratio of leverage
permitted under the Consolidated Leverage Ratio covenant, and extended and modified certain of the negative
covenants and events of default set forth in the Credit Agreement ' R

At December 31, 2007 and 2006, the Company had no outstandlng borrowmgs under the revolvmg credit
facility. .

v

Termination of Junior Credit Facility

In May 2006, we repaid $5.0 million of the subordinated debt under our junior facility with William G. Miller,
and in May 2007, we repaid the remaining $5.0 million principal balance under the junior credit facility. With such
payments, all loans under our junior credit facility were paid in full. In July 2007, in connection with the
amendments to the senior credit facility, the junior facility was terminated.

Interest Rate Sensitivity . - . -

Because of the amount of obligations outstanding under the senior credit facility and the connection of the
interest rate under such facility (including the default rates) to the LIBOR rate, an increase in the LIBOR rate could
have an effect on our ability to satisfy our obligations under this facility and increase our interest expense.
Similarly, certain of our other obligations are tied to the prime rate. Therefore, our liquidity and access to capital
resources could be further affected by increasing interest rates.

Outstanding Borrowings

Outstanding borrowings under the senior credit facility as of December 31, 2007 and the senior and junior credit
facilities as of December 31, 2006 were as follows (in thousands):

2007 . 2006 p
Senior Credit Facility '
Revolving Credit Facility b3 - ¥ -
Term Loan ‘ 3,500 4,900
Total 3,500 4,900
Junior Credit Facility o= 5,000
Total OQutstanding Borrowings 5 3,500 $ 9,900

Other Long-Term Obligations

In addition to the borrowings under the senior credit facility described above, we had aﬁproximately‘ $2.5
million of mortgage notes payable, equipment notes payable and other long-term obligations at December 31, 2007 )
We also had approximately $2.2 million in non-cancellable operating lease obllgatmns

Recent Accounting Pronouncements

Recently Adopted Standards

In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109” (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in incore
taxes by prescribing a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. The interpretation also gives guidance
on derecognition, classification, interest and penalties, accounting in interim periods, and disclosure.” FIN 48 was
effective January 1, 2007 and did not have a material lmpact on the Company’s financial statements when adopted
on January 1, 2007,
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Recently Issued Standards . e T ' ot

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 157”). SFAS
No. 157 provides a framework for measuring fair valué in.accordance-with generally accepted accounting principles,
and expands disclosures regarding fair value measurements and the effect on earnings. SFAS No. 157 is effective
for financial statéments issued for fiscal years beginning after November 15, 2007 ,and interim periods-within those
fiscal years, We are in the process of evaluating the impact: SFAS-No. 157 will have on the.Company’s financial .
statements; however; we do not expect itto have a material lmpact T PR S TR A I

In February 2007, the FASB lssued a SFAS No 159 “The Fair Value Optlon for Fmancml Assets &

Financial Liabilities — Including an Amendment of SFAS No. 115” (“SFAS No. 159”). SFAS No. 159 will create a
fair value option under which an entity may.irrevocably elect fair value as the initial and subsequent measurement
attribute for certain financial assets and liabilities on a contract by contract basis, with changes in fair values
recognized in earnirigs as these changes occur.. SFAS No. 159 is effective for fiscal years beginning after . -
November 15, 2007. We are in the process of evaluating the impact SFAS No. 159 will have on thé Company’s
financial statements; however, we do not expect it to have a material lmpact

. ;
s . s .
[V, " L. L,

In December, 2007 the FASB lssued SFAS No. l4l(R), “Busmess Combmatlons" (“SFAS No. 141(R}™), .
which applies prospectively to business combinations for which the acquisition date is on or after the beginning of
the first annual reporting period beginning on or after December 15, 2008. An entity may not apply it before that .
date. SFAS No. 141(R).establishes principles and requirements for. how the acquirer: (1) recognizes and measures in
its financial statements the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in the
acquiree; (ii) recognizes and measures the goodwill.acquired in the business combination or a gain from a bargain
purchase; and (iii)-determines what information to disclose to enable users of the financialistatements to evaluate the
nature and financial effects of the business-combination.- The Company does not expect the adoption of SFAS No.
141 (R} to have an effect on its results of operations and its financial condition unless it enters into a busmess
combinatton after January 1, 2009. “, .

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We believe that our exposures to market risks are immaterial. We hold no market risk sensitive instruments for
trading purposes. At present, we do not employ any derivative financial instruments, other financial instruments, or
derivative commodity instruments to hedge any market risk, and we have no plans to do so in the future. To the
extent we have borrowings outstanding under our credit facilities, we are exposed to interest rate risk because of the
variable interest rate under the facility.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The response to this item is included in Part IV, Item 15 of this Report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE
Neone.
ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our management, including our
chief executive and chief financial officers, of the effectiveness of the design and operation of our disclosure controls
and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as of the end
of the period covered by this report. Based upon this evaluation, our Co-Chief Executive Officers and our Chief -
Financial Officer have concluded that the disclosure controls and procedures were effective as of the end of the period
covered by this Annual Report to ensure that information required to be disclosed in our reports that we file or submit
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under the Exchange Act are recorded, processed, summarized and reported within the time periods specified in
Secun'ties and Exchange Commission rules and forms.

Management’s Report On Internal Control Over Financml Reporting:

Management of Miller Industrles, Inc is responsible for establishing and maintaining adequate mtemal control
over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act). Our internal control
over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with accounting principles
generally accepted in the Umted States of America.

Because of its inherent hmltatlons mternal control over financial reportmg may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may be inadequate because of changes in ‘conditions, or that the degree of compliance wuh the policies or
procedures may'deteriorate. - .

Management, including our principal executive officers and principal financial officer, conducted an evaluation
of the effectiveness of our internal control over financial reporting as of December 31, 2007. In making this
assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission in “Internal Control—Integrated Framework.” Based on our assessment under those criteria, we
concluded that, as of December 31, 2007, we maintained effective internal control over financial reporting.

Joseph Decosimo and Company, PLLC, the independent registered public accounting firm who audited the
Company’s consolidated financial statements included in this report, has issued an audit report on the effectiveness
of the Company’s internal control over financial reporting as of December 31, 2007, which appears herein. ' .

March 13, 2008 K '
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K . Report of Independent Registered Public Accounting Firm
Board of Directors and Shareholders K T
Miller Industries, Inc.
Qoltewah, Tennessee £ - I S R T

We have audited Miller Industries, Inc.’s internal control over financial reporting as of December 31, 2007/
based on criteria established in /nternal Control—integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSQ criteria). Miller Industries, Inc.’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting included in the accompanying Management Report on
Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal
contro! over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, Miller Industries, Inc. maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2007, based on the COSO criteria.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Miller Industries, Inc. and subsidiaries as of December 31, 2007
and 2006, and the related consolidated statements of operations, shareholders’ equity, and cash flows for each of the
three years in the period ended December 31, 2007, and our report dated March 13, 2008, expressed an unqualified
opinion on those consolidated financial statements.

/s/ Joseph Decosimo and Company, PLLC

Chattanooga, Tennessee
March 13, 2008
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Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during our most recent
fiscal quarter that have materially affected, or are reasonably likely to materially affect, our mtemal control over
financial reporting.

ITEM 9B. OTHER INFORMATION . y

None. : . T
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PART 11
ITEM10. *  DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The Proxy Statement for our Annual Meeting of Shareholders, to be filed with the Securities and Exchange
Commission, will contain information relating to our directors and audit committee, compliance with Section 16(a) of
the Exchange Act, and our code of ethics applicable to our chief executive, financial and accounting officers, which
information is incorporated by reference herein. Information relating to our executive officers is included in Item 1 of
this report.

ITEM11. EXECUTIVE COMPENSATION

The Proxy Statement for our Annual Meeting of Shareholders, to be filed with the Securities and Exchange °
Commission, will contain information relating to director and executive ofﬁcer compensation, which information is
incorporated by reference herein.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS . . L

The Proxy Statement for our Annual Meeting of Shareholders, to be filed with the Securities and Exchange
Commission, will contain information relating to security ownership of certain beneﬁcml owners and management
which information is incorporated by reference herein. . R

The Proxy Statement will also contain information relating to our equlty compensatlon plans, which information is
incorporated by reference herein. C o :

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
e INDEPENDENCE o ) R
The?Proxy Statement for our Annual Meeting of Shareholders, to be filed with the Securities and Exchange
Commission, will contain information relating to certain relationships and related transactions between us and certain
of our directors and executive officers, which information is incorporated by reference herein. .

ITEM 14, PRINCIPAL ACCOUNTANT FEEé AND SERVICES
The Proxy Statement for our Annuat Meeting of Shareholders, to be filed with the Securities and Exchange
Commission, will contain information relating to the fees charged and services provided by Joseph Decosimo and

Company, PLLC, our principal accountants during the last three fiscal years, and our pre-approval policy and
procedures for audit and non-audit services, which information is incorporated by reference into this report.
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PART IV

ITEM 15. . EXHIBITS, FINANCJAL STATEMENT SCHEDULE AND REPORTS ON-FORM 8-K:
(a) The following documents are filed as part of this Report: W N . s

1. Financial StatementS " .:‘ ..:1__1', B . ; oL

o St ' ‘ o i ' lPage Nru.mber,k
Description in Report
Report of Independent Registered Public Accounting Firm 'F-2“ R
Consolidated Balance Sheets as of December 3 t, 2007 and 2006 ............ Lvesresirsen e ira e s e eeres - F-3.
Consolidated Statements of Opefations for the'year“s’ énded December 31, 2007, 2006 and 2005......;...7 . F4
Consolidated Statements of Shareholders’ Equity for the years ended December 31,2007, 2006
and 2005 ............ rereriere ettt et a et st e e e bret At h et e et e amearehee seeaoeant et st e e st et arn et et bt am e e et bt et et e e s ens T F-5. )
Consolidated Statements of Cash Flows for the years ended Deceniber 3 1, 2007; 2006 arid 2005 F-6
Notes to Consolidated Financial Statements .......... ORI  S Lt ee et Tt ene F-7.
2. Financial Statement Schedules: | - ' T Ca T

The following Financial Statement Schedule for the Registrant'is filed as part of thiS Report and should be read in

conjunction with the Consolidated Financial Statements: N : :
. : —_— Page Number

Description . S in Report

Schedule II - Valuation and Qualifying ACCOUNES,...c.vesvurveserrserrissrrerasees persere et e o <51

All schedules, except those set forth above, havé been omitted since the information required is included if the
financial statements or notes or have been omitted as not applicable or not required.

.. o . “H

3. Exhlblts

The followmg exhibits are requlred to be filed with I;lns Report by Item 601 of Regulatlon S K

| N R}

* y Incorporated by o ;
Reference to Exhibit
Registration File  Form or Number in

Description Number Report Date of Report Report
Charter, as amended, of the Registrant - Form 10-K  December 31, 2001 3.1
Amended and Restated Bylaws of the Registrant - Form 10-Q  November 8, 2007 32
Form of Noncompetition Agreement between the 33-79430 8-1 August 1994 10.28
Registrant and certain officers of the Registrant
Form of Nonexclusive Distributor Agreement 33-79430 §-1 August 1994 10.31
Miller Industries, Inc. Stock Option and Incentive 33-79430 S-1 August 1994 10.1
Plan**
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.1t + Incorporated by

S +* + , ° Reference to Exhibit
- . -Registration File = Form or Number in
- . - Description - . Number Report - - _Date of Report Report
104 . Form of Incéntive Stock Option Agreement under 33-79430 o0 81, -August 1994 . - 10.2
Miller Industries, Inc. Stock Option and Incentive SRS TR Y Qv te
Plan** . . e s ey . . '
10.5 Miller Industries, Inc. Non-Employee Director 33-79430 . . . S-l‘ ! L August 199:1 . 104
Stock Option Plan** TP i .
10.6 Form of Director Stock Option Agreement** - 33-79430, wuS-1i- . August 1994 - . 105
10.7  First Amendment to Miller Industries, Inc. Non- -~ 'Form'10:K * * April 30,1995 " 10.38
Employee Director Stock Option Plan** R L R :
108 Second Amendment to Miller Industries, Inc. Non- —* """ Form 10-K™"" " Aptil30,71996 " 71039
Employee Director Stock Option Plan** t ‘ . L )
10'9. . Second Amendment to Miller Industries, Inc. - ) Foq;l} 10-K April 30, 1996 ) 10.4Q
Stock Option and Incentive Plan** ' * ' L
10.10  Employment Agreement dated July 8, 1997 - " Form 10- July 31, 1997 10
.. between the Registrant and W‘.illi:?,n_; G. Miller** L. QA - ‘ : ‘
10.11  Form of Indemnification Agreement dated June 8, - ... Form 10'—Q September 14, - "+ 10
1998 by and between the Registrant and each of 1998

William G. Miller, Jeffrey 1. Badgley, A. Russell
Chandler, Paul E. Drack, Frank Madonia, J.

Vincent Mish, Richard H. Roberts, and Daniel N. S e - .
Sebastian** T
10.12  Employment Agreement between the Registrant - *Form 10-Q-  December.15,-1998 10.1
and Jeffrey 1. Badgley, dated September 11, G ) .
1998** ~. a :‘ PR I‘li o ‘
10.13  Employment Agreement between the Registrant - Form 10-Q  December iS, 1998 . 103
and Frank Madonia, dated September 11, 1998%* ! L " ’ : "
10.14  Agreement between the Registrant and Jeffrey 1. - . Form10-Q De(':‘emberl 15, 1998 ., 104
Badgiey, dated September 11, 1998** . b o S .
10.15  Agreement between the Registrant and Frank - Form 10-Q  December 15, 1998 10.6.
Madonia, dated September 11, 1998** R AR
et e r P
10.16  Non-Employee Director Stock Plan** - Schedule January 23,2004 - . Annex A
14A
' - NN LA B T ' )
10.17  Miller Industries, Inc. 2005 Equity Incentive — -+« Schedule - May2,2005-. . . Annex B
Plan** 14A ot
10.18 Credit Agreement, dated June 17, 2005, among - ... ~Form8-K. . Junel7,2005 . _ 10.
Wachovia Bank, NA and the Registrant e - ‘.- Co
10.19 Term Note, dated June 17, 2005, among Wachovia - Form 8-K June 17, 2005 ‘ 10.2
Bank, NA and the Registrant ' .
10.20 Revolving Note, dated June 17, 2003, among - Form 8-K June 17, 2005 | 10.3
Wachovia Bank, NA and the Registrant " '
10.21  Intercreditor Agreement, dated June 17,2005, * - " 17" "*Form8-K'* ° June 17,2005 104
among Wachovia Bank, NA, and William G. . ] I .
Miller ‘ L ' PRI R . : : ' 4




10.22

10.23

10.24

10.25

10.26
10.27
21

23.1

24
3t.1

312
a3
| 321

322

323

Incorporated by

Reference to Exhibit
: - Registration File  Form or Number in
' Description . . Number ~_Report .~ Date of Report Report

' Security Agreement, dated June 17, 2005, among - . Form 8-K - June 17,2005 ' 10.5

Wachovia Bank, NA, and the Registrant : . : a :

Subsidiary Security Agreement, dated June 17, - Form 8-K June 17, 2005 10.6

2005, among Wachovia Bank, NA, and the ) . PR T

subsidiaries of the Registrant named therein

Pledge Agreement, dated June 17, 2005, among . - “ Form 8-K June 17, 2005 10.7

Wachovia Bank, NA, and the Registrant » . \

Amendment No. 5 to Amended and Restated - ~ Form 8K ' - June {7, 2005 " 10.8

Credit Agreement, dated June 17, 2005, among the

Registrant, Miller Industries Towing Equipment,

Inc. and William G. Miller

Promissory Note, dated June 17, 2005, among the - ' 'Form8-K . Jung 17,2005 10.9

Registrant, Miller Industries Towing Equipment, o

Inc. and William G. Miller v .

First Amendment to Credit Agreement, dated July - " Form 8-K July 16,2007 10.1

11, 2007, among Wachovia Bank, NA and o A

Registrant '

Subsidiaries of the Registrant*

Consent of Joseph Decosimo and Company,
PLLC*

Power of Attorney (see signature page)*

Certification Pursuant to Rules 13a-14{a)/15d-
14(a) by Co-Chief Executive Officer*

Certification Pur's'uant‘ to Rules 13a-14(a)/15d-
14(a) by Co-Chief Executive Officer*

Certification Pursuant to Rule 13a-14(a)/15d-14(a)
by Chief Financial Officer*

Certification Pursuant to1 Section 1350 of Chapter
63 of Title 18 of United States Code by Co-Chief
Executive Officer*

Certification Pursuant to Section 1350 of Chapter
63 of Title 18 of United States Code by Co-Chief
Executive Officer*

Certification Pursuant to Section 1350 of Chapter
63 of Title 18 of United States Code by Chief
Fmanc1a1 Officer*

* Filed herewith.

**  Management contract or compensatory plan or arrangement.

(b) The Registrant hereby files as exhibits to this Report the exhibits set forth in Item 15(a)3 hereof.
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{c) The Registrant hereby files as financial statement schedules to thlS Report the financial statement schedules
set forth in Item 15(a)2 hereof

[N
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Shareholders
Miller Industries, Inc.
Qoltewah, Tennessee

" We have audited the accompanying consolidated balance sheets of Miller Industries, Inc. and subsidiaries as of
December 31, 2007 and 2006, and the related consolidated statements of operations, shareholders’ equity and cash
flows for each of the three years in the period ended December 31, 2007. Qur audits also included the financial
staternent schedule listed in the Index at Item 15. These consolidated financial statements and financial statement
schedule are the respon51b|hty of the company’s management. Qur responsibility is to express an oplmon on these
consolidated financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial staterment presentation. We believe that our audits provide a reasonable basis for our

opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Miller Industries, Inc. and subsidiaries as of December 31, 2007 and 2006, and the resuits of
their operations and their cash flows for each of the three years in the period ended December 31, 2007, in
conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, the
financial statement schedule when considered in relation to the basic consolidated financial statements taken as a
whole, presents fairly', in all material respects, the information set forth therein. !

+

"We also have audlted in accordance with the standards of the Public Company Accounting Ovemght Board

(United States), the Company’s internal control over financial reporting as of December 31, 2007, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsonng Organizations of the
Treadway Commission (COSO) and our report dated March 13, 2008 expressed an unqualified opinion on the_
effectiveness on the Company’s internal control over financial reporting.

/s/ Joseph Decosimo and Company, PLLC

Chattanooga, Tennessee
March 13, 2008




MILLER INDUSTRIES, INC. AND SUBSIDIARIES i

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2007 AND 2006 _

(In thousands, except share data)

2007 2006
ASSETS . ' o
CURRENT ASSETS: | R : ,
Cash and temporary investments o o . . s 23,282 - 8204
. Accounts receivabie, net of allowance for doubtful accounts of $1,640 and $2,488, at
December 31, 2007 and 2006, respectively . 67,035, 84,186
Inventories 39313 43,155
Prepaid expenses and other . L . ) : 1,775 2,079
Current deferred income taxes ‘ e 3,038 12,154
Total current assets - . \ 134,443 . 149,778 .
PROPERTY, PLANT, AND EQUIPMENT, net : . 33,807 27,527
GOODWILL : ‘ . ‘ oo 11,619 11,619 -
DEFERRED INCOME TAXES ' ' 8,615 7.586
OTHER ASSETS 558 922
o b 189,042 197,432
' - Dl -
LIABILITIES AND SHAREHOLDERS’ EQUITY ,
CURRENT LIABILITIES: ’ .
Current portion of long-term obligations L. 5 - 1,802 1,623
Accounts payable . . 39,926 58,620
Accrued liabilities and other 10,623 13,269
Total current liabilitics - ' ‘ 52,351 73,512
LONG-TERM OBLIGATIONS, less current portion ' 4,203 10,537
COMMITMENTS AND CONTINGENCIES (Nétes 3 and 6) v ‘ '
SHAREHOLDERS' EQUITY:
Preferred stock, $.01 par value; 5,000,000 shares authorized, none issued or outstanding 0 . 0
Common stock, $.01 par value; 100,000,000 shares authorized, 11,588,179 and 11,509,964,
outstanding at December 31, 2007 and 2006, respectively 116 115
Additional paid-in capital 160,700 159,702
Accumulated deficit (32,208) (48,539)
Accumulated other comprehensive income 3,880 2,105
Total shareholders’ equity 132,488 113,383
s 189,042 197,432

The accompanying notes are an integral part of these consolidated statements.




MILLER INDUSTRIES, INC, AND SUBSIDIARIES

.. . CONSOLIDATED STATEMENTS OF OPERATIONS
‘FOR THE-YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

(In thousands, except per share data)

NET SALES . [P .

COSTS AND EXPENSES
Costs of operations
Selling, general, and administrative expenses

Interest expense, net
Total costs and expenses

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES
INCOME TAX PROVISION

INCOME FROM CONTINUING OPERATIONS

DISCONTINUED OPERATIONS
Gain (loss) from discontinued operations, net of taxes

Tax benefit of advances to and investment in certain discontinued operations

Gain (loss) from discontinued operations - _
NET INCOME

BASIC INCOME PER COMMON SHARE:
Income from continuing operations

Gain (loss) from discontinued operations
Basic income

DILUTED INCOME PER COMMON SHARE:
Income from continuing operations

Gain (loss) from discontinued operations

Diluted income

) WEIGHTED_AVERAGE SHARES OUTSTANDING:
Basic. T
Diluted

2007 2006 2008
s 400,032 49421 s 351,884
343,385 349,639 301,943
27,108 26,837 24,293
3392 3,518 4,012
374,382 3719994 " 330,248
25,650 29,427 21,636
9,319 2,454 2,936
16,331 26,973 18,700
. oo .
- 126 (114)
- (18,244) -
- 18370 (113)
s 16,331 45343 § 18,586
s - 141 237 °$ 1.67
- 1,62 (0.01)
s 141 199§ 1.66
) 1.40 233§ 1.63
- 1.58 (0.01)
s 1.40 . 391 162
11,556 v 11,360 11,226
11,596 11,474

11,655

The accompanying notes are an integral part of these consolidated statements.
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MILLERINDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS” EQUITY

FOR THE YEARS ENDED.DECEMBER 31, 2007, 2006 AND 2005

.+ (In thousands, except share data):

v Accumulated
e - o™ Other
' . o Additional Paid- Accumulated Comprehensive
_Common Stock In Capital Deficit Income Total
BALANCE, December 31, 2004 $ 12 s 157,202 § (112,468) § 1939 § - 46,785
Components of comprehensive -
income: .
Net income . - - 18,586 - 18,586
Foreign currency transtation - .
adjustments - - - (1,468) (1,468)
"Unrealized gain on financial ' '
instruments - - - 37 57
Total comprehensive income (loss) - - - i 18,586 (L4 17,175
Issuance of commén stock to non- ’ ) .
employet directors (6,672) - 75 - - 75
Exercise of stock options {108,296) 1 719 - v = - 720
BALANCE, December 31, 2005 113 157,996 (93,882) 528 64,755
Components of comprehensive PR 1
income: . . . o
Net income - - 45,343 - 45,343
- Foreign cumrency translation - ' -

R adjustments - - - - 1,577 1,577
Tota] comprehensive income - - 45,343 1,577 46,920
Issuance of common stock to non- ., ’

employee directors’(3,768) - 75 - - 75
Exercise of stock options (208,722) 2 1,323 -, - . 1,325
. Stock-based compensation expense - 308 - ’ - - 308
. BALANCE, December 31, 2006 115 159,702 (48,539) 2,105 " 113,383
Components of comprehensive - - .
income:
Net income - - 16,331 - 16,331
Foreign currency translation o et .ok
adjustments = - - B YAE 1,775
Total comprehensive income - - 16,331 1,775 18,106
Issuance of common stock to non- .- )
employee directors (3,150) ' - 75 - - 75
Exercise of stock options (75,065) 1 615 - - 616
Stock-based compensation expense - 308 L = - : 308
116 § 160,700 $ (32,208) § 3,880 § 132,488

BALANCE, December 31, 2007 ¥

-

‘-

The accompanying notes are an integral part of these consolidated statements.



MILLER INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

(In thousands)

OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net incorme to net cash provided by (used in) operating activities:
(Gain) loss from discontinued operations
Tax benefit of advances to and investments in discontinued operations
Depreciation and amortization
Deferred tax provision (benefit)
Amortization of deferred financing costs
Provision for doubtful accounts
Stock-based compensation
Issuance of non-employee director shares
Gain on disposals of equipment
Changes in operating assets and liabilities:
Accounts receivable
Inventories i
Prepaid expenses and other .
Other assets
Accounts payable

Accrued liabilities and other
Net cash flows from operating activities from continuing operations
Net cash flows from operating activities from discontinued operations
Net cash flows from operating activities
INVESTING ACTIVITIES: o A

Purchases of property, plant, and equipment

Proceeds from sale of equipment ’

Payments received on notes receivables

Net cash flows from investing activities from continuing operations

Net cash flows from mvestmg activities from discontmued operauons

Net cash flows from mvestmg activities
FINANCING ACTIVITIES:
Net borrowings under senior credit facility
(Payments) borrowings under junior credit facility
Payments on long-term obligations
Net payments under former credit facility
Borrowings under long-term obligations "
Additions to deferred financing costs
Termination of interest rate swap
Proceeds from exercise of stock options
Net cash flows from financing activities from continuing operations
Net cash flows from {inancing activities from discontinued operations

Net cash flows from financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND TEMPORARY
INVESTMENTS. .t .

NET CHANGE IN CASH AND TEMPORARY INVESTMENTS .

CASH AND TEMPORARY INVESTMENTS, beginning of year

CASH AND TEMPORARY INVESTMENTS-DISCONTINUED OFPERATIONS, beginning
of year

CASH AND TEMPORARY INVESTMENTS-DISCONTINUED OPERATIONS, end of year

CASH AND TEMPORARY INVESTMENTS, end of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash payments for interest

Cash payments for income taxes -
NON-CASH INVESTING AND FINANCING ACTIVITIES:

Capital leases

2007 2006 2005

s 16331 5 45343 § 18,586
- (126) 14

- (18,244) .

3,134 2,721 2,900

7,716 (1,331) -

123 123 340

312 1,065 827

o 308 L 308 -

75 75 75

(09) - -

17,305 (18,898) (17,667)
L5156 (3,496) (4,579)

343 (1.390) 839

46 (16) (12)

L (19673) 12,000 9,952
(2497) (343) 4210

28,570 17,881 15,585

— 247 2.225)

28,570 8,128 13,360

(8,718) (12.564) (1,425)

148 : 98 -

482 604 227

8,088) 111,862) {1,198)

_ 25 1421

(8,088) (1,837 223

- - 6,300

(5,000) (5,000) ., 5707

(1,803) (1,603} (1,223)

Z z (18.903)

- 329 ' -

.(42) (5) - (389)

- - 57

616 1,325 720

6.229) (4.954) 7.731)

_ - @.510)

©.229) (4.953) (10,247)

825 697 (557)

15,078 3,034 2,784

8.204 6,147 2812

- 23 574

_ - 23

s 23282 - 8 204§ 6,147
s a7 s 3897 S 3875
s 2302, 3477 S 865
$ 549 S - s -

The accompanying notes are an integral part of these consolidated statements.
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MILLER INDUSTRIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. ORGANIZATION AND NATURE OF OPERATIONS

Miller Industries, Inc. and subsidiaries(“the Company™) is the world’s largest manufacturer of vehicle towing
and recovery equipment. The principal markets for the Company’s towing and recovery equipment are
approximately 120 independent distributors and users of towing and recovery equipment located primarily
throughout North America, and other customers throughout the world. The Company’s products are marketed
under the brand names of Century, Challenger, Holmes, Champion, Eagle, Titan, Jige, Boniface, Vulcan, and
Chevron. Unless otherwise specifically stated, all disclosures in the following notes relate only to the Company s
continuing operations.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Consolidation

The accompanying consolidated financial statements include the accounts of Miller Industries; Inc. and its
subsidiaries. All significant intercompany transactions and balances have been eliminated.

Cash and Temporary Investments

Cash and temporary investments include ali cash and cash equivalent investments with original maturities of ‘
three months or less. .

Fair Value of Financial Instruments

The carrying values of cash and temporary investments, accounts receivable, accounts payable and accrued
liabilities are reasonable estimates of their fair values because of the short maturity of these financial instruments.
The carrying values of long-term obligations are reasonable estimates of their fair values based on the rates’
available for obligations with similar terms and maturities.

Inventories

Inventory costs include materials, labor and factory overhead. Inventories are stated at the lower of cost or .
market, determined on a first-in, first-out basis. Inventories at December 31, 2007 and 2006 consrsted of the ‘
following (in thousands): ' !

L

’ . 2007 . 2006 )

Chassis 5 4866 % - 3,59
Raw materials 16,555 18,767
Work in process 12,145 12,566
Finished goods 5,747 8,226
8 39313 S 43,155




Property, Plant, and Equipment

Property, plant and equipment, which include amounts recorded under capital leases, are recorded at cost.
Depreciation for financial reporting purposes is provided using the straight-line method over the estimated useful
lives of the assets. Accelerated depreciation methods are used for income tax reporting purposes. Estimated useful
lives range from 20 to 30 years for buildings and improvements and 5 to 10 years for machinery and equipment,
furniture and fixtures, and software costs. Expend;tures for routine maintenance and repairs are charged to expense
as incurred. Internal labor.is used in certain capital prOJects .

' " o -

Property, piant and equipment at-December 31, 2007 and 2006 consisted of the fo]]owmg (in thousands) "

2007 2006
Land and improvements $ 4,641 $ 3,247
Buildings and improvements 27,271 24,389 :
: : Machinery and equipment : i 18,841 "15,476
Fuiniture and fixtures ‘ i 6,542‘ N 5,3‘93
' Software costs o 6,802 ‘ 6,695
Construction in progress .- 2,914, 2,228
67,011 57,428
Less accumulated depreciation (33,204) (29,901)

' b 33807 § . 27,527..

The Company recognized 33,134,000, $2,608,000 and $2,760,000, in depreciation expense in 2007, 2006 and 2005,
respectively.  In 2007 and 2006, $247,000 and $200,000, respectively, of interest costs were capitalized for
construction period interest. .

The Company capitalizes costs related to software development in accordance with established criteria, and
amortizes those costs to expense on a straight-line basis over five years. System development costs not meeting
proper criteria for capitalization are expensed as incurred.

Basic and Diluted Income Per Common Share

Basic income per common share is computed by dividing net income by the weighted average number of common
shares outstanding. Diluted income per common share is calculated by dividing net income by the weighted average
number of commori and potential dilutive common shares outstanding. Diluted net income per common share takes
into consideration the assumed exercise of outstanding stock options resulting in approximately 99,000, 236,000 and
248,000 potential dilutive common shares in 2007, 2006 and 2005, respectively. Options to purchase approximately
76,000, 55,000 and 151,000 shares of common stock were outstanding during 2007, 2006 and 2005, respectively,
but were not inctuded in the computation of diluted earnings per share because the effect would have been arm-
dilutive,

Goodwill and Lon.g~Lived Assets.
The Cb’mpany accounts for ‘goodwill in accordance with SFAS No. 141 “Business Combinations” and SFAS No.
142 “Goodwill and Other Intangible Assets,” and as such has ceased amortizing goodwill. In lieu of amortization
the Company performs an annual impairment review of goodwill.

in accordance with SFAS No. 144, “Accounting for the Impairment of Long-Lived Assets,” management
evaluates ‘the carrying value of long-lived assets when significant adverse’ changes in economic value of these
assets requires an analysns inctuding property and eqmpment ahd other mtanglble assets. Under SFAS No. 144,
a long-lived asset is considered impaired when its falr valuc is less than its carrymg 'value. In that event, a loss i is

*
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calculated based on the amount the carrying value exceeds the fair value which is estimated based on future cash
flows.

Patents, Trademarks and Other Purchased Product Rights

The cost of acquired patents, trademarks and other purchased product rights is capitalized and amortized using
the straight-line method over various periods not exceeding 20 years. Total accumulated amortization of these
assets was $1,547,000 at December 31, 2007 and 2006. Amortization expense in 2006 and 2005 was $113,000
and $140,000, respectively. At December 31, 2007, all intangible assets subject to amortization were fully
amoriized. As acquisitions and dispositions of intangible assets occur in the future, the amortization amounts. may

vary.
Deferred Financing Costs

All deferred financing costs are included in other assets and are amortized using the straight-line method over the
terms of the respective obligations. Total accumulated amortization of deferred financing costs at December 31,
2007 and 2006 was $321,000 and $197,000, respectively. Amortization expense in 2007, 2006 and 2005, was
$123,000, $123,000 and $340,000, respectively, and is included in interest expense in the accompanying
consolidated statements of operations. Based on the current amount of deferred financing costs subject to
amortization, the estimated amortization expense in future years is not significant.

Aeccrued Liabilities and Other

Accrued liabilities and other consisted of the following at December 31, 2007 and 2006 (in thousands):

2007 . 2006
Accrued wages, commissions, bonuses and benefits $ 4422 3§ 4,414
Accrued income taxes 553 1,560
Other . 5,648 7,295
$ 10,623 § 13,269

Income Taxes

The Company recognizes deferred income tax assets and liabilities for the future tax consequences of the differences
between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. If
unrecognized tax positions exist, interest and penalties related to unrecognized tax positions are recorded as income
tax expense in the consolidated statement of operations.

Stock-Based Compensation

Effective January 1, 2006, the Company adopted Statement of Financial Accounting Standards (“SFAS”) No. 123R,
“Share-Based Payment” using the modified prospective transition method, This statement requires the
determination of the fair-value of stock-based compensation at the grant date and the recognition of the related
expense over the period in which the stock-based compensation vests. During 2007 and 2006, the Company
recorded 3$308,000 in compensation expense related to its stock-based compensation. The stock-based
compensation expense is included in selling, general and administrative expenses in the accompanying consolidated
statements of operations,

Prior to the adoption of SFAS No. 123R, the Company accounted for stock-based compensation in accordance with
Accounting Principles Bulletin (APB) No. 25, “Accounting for Stock Issued to Employees.” Under the provisions
of APB No. 25, no compensation expense is recorded when the terms of the grant are fixed and the option exercise
prices are equal to the market value of the common stock on the date of the grant. Disclosure-only provisions of
SFAS No. 123 “Accounting for Stock-Based Compensation™ were adopted. For SFAS No. 123 purposes, the fair
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value of each option grant has been estimated as of the date of grant using the Black-Scholes option-pricing model
with the following weighted average assumptions for grants in 2004: expected dividend yield of 0%, expected
volatility of 43%; risk-free interest rate of 2.94%;-and expected life of 5.5 years. Using these assumptions, the fair
value of options granted in 2004 is approximately $1,242,000, which would be amortized as compensation expense
over the vesting period of the options. No options were granted during 2007 or 2006. Had compensation costs
been accounted for based on the fair value at the grant dates consistent with SFAS No. 123, the Company’s prior
year net income and net income per share would have been adjusted to the pro forma amounts indicated below:

2005 . v

(in thousands, except
per share data)

Net income available to common stockholders as reported 3 18,586

Deduct: Total stock-based employee compensat]on expense
determined under fair value based method for all awards, net

of related tax effects - (347)
Net income available to common stockholders, pro forma 3 18,239
Income per common share: .
Basic, as reported $ 1.66
Basic, pro forma $ 1.62
Diluted, as reported 58 1.62
Diluted, pro forma $ 1.59

At December 31, 2007, the Company had $77,000 of unrecognized compensation expense related to stock options,
to be expensed in 2008. The Company issued approximately 75,000 shares of common stock during 2007 from the
exercise of stock options.

Product Warranty
The Company providés a one-year limited product and service war.ranty' on certain of its products. The Company
provides for the estimated cost of this warranty at the time of sale. Warranty expense in 2007, 2006 and 2005,

was $1,881,000, $1,716,000 and $1,744,000, respectively.

The table below provides a summary of the warranty liability for December 31, 2007 and 2006 (in thousands):

2007 2006
' Accruat at beginning of the year S 839 $ 80l
Provision ' - 1,881 - ' 1,716
Settlement | (1,856) _ {1,678)
Accrual at end of year T $ . . 864 3 839

Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist
principally of cash investments and trade accounts receivable. The Company places its cash investments with
high-quality financial institutions and limits the amount of credit exposure to any one institution. The Company’s
trade receivables are primarily from independent distributors of towing and recovery equipment. The Company
monitors its exposure for credit losses and maintains allowances for anticipated losses. The Company maintains
security agreements on substantially all of its trade receivables.
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Revenue Recognition
Revenue is recorded by the Company when the risk of ownership for products has transferred to the independent
distributors or other customers, which is generally upon shlpment

Shlppmg and Handlmg Fees and Cost
The Company records revenues earned for shipping and handling as revenue, while the cost of shipping and
handling is classified as cost of operations.

Foreign Currency Translation

The functional currency for the Company’s foreign operations is the applicable local currency. The translation from
the applicable foreign currencies to U.S. dollars is performed for balance sheet accounts using current exchange
rates in effect at the balance sheet date, historical rates for equity and the weighted average exchange rate during the
period for revenue and expense accounts. The gains or losses resulting from such translations are included in
shareholders’ equity. For intercompany debt denominated in a currency other than the functional currency, the
remeasurement into the functional currency is also included in shareholders’ equity as the amounts are considered to
be of a long-term investment nature,

Recent Accounting Pronouncements
Recently Adopted § tandards

" In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109” (*FIN 48”). FIN 48 clarifies the accounting for uncertainty in income
taxes by prescribing a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. The interpretation also gives guidance
on derecognition, classification, interest and penalties, accounting in interim periods, and disclosure. FIN 48 was
effective January 1, 2007 and did not have a material impact on the Company’s financial statements when adopted
on January I 2007. : !

Recently Issued Standards

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 157”). SFAS No.
157 provides a framework for measuring fair value in accordance with generally accepted accounting principles, and
expands disclosures regarding fair value measurements and the effect on earnings. SFAS No. 157 is effective for
financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those
fiscal years. The Company is evaluating the impact SFAS No. 157 will have on the consolidated financial
statements; however, the impact is not expected to be material.

In February 2007, the FASB issued a SFAS No. 159, “The Fair Value Option for Financial Assets & Financial
Liabilities — Including an Amendment of SFAS No. 115" (“SFAS No. 159”). SFAS No. 159 will create a fair value
option under which an entity may irrevocably elect fair value as the initial and subsequent measurement attribute for
certain financial assets and liabilities on a contract by contract basis, with changes in fair values recognized in
earnings as these changes occur. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007.
The Company is evaluating the impact SFAS No. 159 will have on the consolidated financial statements; however,
the impact is not expected to be material.

In December, 2007, the FASB issued SFAS No. 141(R), “Business Combinations” (“SFAS No. 141(R)”), which -
applies prospectively to business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after December 15, 2008 An entity may not apply it before that date.
SFAS No. 141(R) establishes principles and requirements for how the acquirer: (i) recognizes and measures in its
financial statements the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in the
acquiree; (ii) recognizes and measures the goodwill acquired in the business combination or a gain from a bargain
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purchase; and (iii) determines what information to disclose to enable users of the financial statements to evaluate the
nature and financial effects: of the business combination, The Company does not expect the adoption of SFAS No.
141 (R) to have an effect on its results of operations and its financial condition unless it enters into a business
combination after January 1, 2009.

Reclassifications

Certain prior year amounts have been reclassified to conform to current year presentation, with no impact on
previously reported shareholders’ equity or net income.

3. LONG-TERM OBLIGATIONS
Long-Term Obhgatlons

Long-term obhgahons consisted of the followmg at December 31, 2007 and 2006 (in thousands):

2007 2006
Oﬁtstanding borrowings under Senior Credit Facility 3 3500 $. 4,900
Qutstanding borrowings under Junior Credit Facility _ 5,000
Mortgage riotes payable, weighted ‘average interest rate of 7.25%,
payable in monthly installments, maturing in 2009 1,786 1,844
Equipment notes and capital leases payable, weighted average :
interest rate of 7.1%, payable in monthly installments, maturing
2008 to 2011 , 719 416
6,005 12,160
Less current portion (1,802) (1,623)
$ 4,203 § 10,537

Certain equipment and manufacturing facilities are pledged as collateral under the mortgage and equipment notes
payable.

Credit Facilities

Senior Credit Facility. The Company is a party to a Credit Agreement (the “Senior Credit Agreement”) with
Wachovia Bank, National Association, for a $27.0 million senior secured credit facility (the “Senior Credit
Facility™). The Senior Credit Facility consists of a $20.0 million revolving credit facility (the “Revolver”), and a
$7.0 million term loan (the “Term Loan™). The Senior Credit Facility is secured by substantially all of the
Company’s assets, and contains customary representations and warranties, events of défault and affirmative and
negative covenants for secured facilities of this type. On July 11, 2007, the Company ancl Wachovia agreed to
certain amendmenits to the'Senior Credit Facility which are described below.

Formerly, in the absence of a default, all borrowings under the Revolver bore interest at the LIBOR Market Index
Rate (as defined in the Senior Credit Agreement) plus a margin of between 1.75% to 2.50% per annum that is
subject to adjustment from time to time based upon the Consolidated Leverage Ratio (as defined in the Senior Credit
Agreement), and the Term Loan bore interest at a 30-day adjusted LIBOR rate plus a margin of between 1.75% to
2.50% per annum that was subject to adjustment from time to time based upon the Consolidated Leverage Ratio.
The Revolver was scheduled to expire on June 15, 2008, and the Term Loan was scheduled to mature on June 15,
2010.

Under the amended Senior Credit Agreement, the non-default rate of interest under the Revolver and Term Loan

was reduced to the LIBOR Market Index Rate plus a margin of between 0.75% to 1.50% per annum that is subject to
adjustment from time to time based upon the Consolidated Leverage Ratio, and the maturity date of the Revolver
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was extended to June 17, 2010 The amendments also increased the ratio of leverage permitted under the
Consolidated Leverage Ratio covenant, and extended and modified certain of the negative. covenants and events of
default set forth in the Senior Credit Agreement.

At December 31, 2007 and 2006, the Company had no outstanding borrowings under the Revolver,

Termination of Junior Credit Facility. William G. Miller was the sole lender under the Company’s former junior
credit facitity (the “Junior Credit Facility”). In May 2006, the Company repaid $5.0 million of the subordinated debt
under the Junior Credit Facility, and in May 2007, the Company repaid.the remaining $5.0 million principal balance
under the Junior Credit Facility. With such payments, all loans from Mr. Miller to the Company were paid in full.
In July 2007, in connection with the amendments to the Company’s Senior Credit Facility, the Junior Credit Facility
was terminated.

Interest Rate Sensitivity. Because of the amount of obligations outstanding under the Senior Credit Facility and the
connection of the interest rate under the Senior Credit Facility (including the default rates) to the LIBOR rate, an
increase in the LIBOR rate could have an effect on the Company’s ability to satisfy its obligations under the Senior
Credit Facility and increase its interest expense. Similarly, certain of the Company’s other obligations are tied to the
prime rate. Therefore, the Company’s liquidity and access to capital resources could be further affected by
increasing interest rates.

Future maturities of long-term obligations (including capltal lease obligations) at December 31 2007 are as follows
(in thousands):

2008 : 8 1,802 X
2009 3,384 ‘
2010 811
‘ 2011 8
$ 6,005
a. RELATED PARTY TRANSACTIONS o

Termination of Credit Facilities

Mr. Miller was the sole lender under the Junior Credit Facility. The Company paid Mr. Mitler approximately
$228,000, $684,000 and $415,000 in interest expense on the Junior Credit Facility for 2007, 2006 and 20085,
respectively. Approximately $77,000 is included in accrued liabilities for unpaid interest on the Junior Credit
Facility at December 31, 2006, :

In May 2007, the Company repaid the remaining $5.0 million of subordinated debt under the Junior Credit Facility,
This payment was approved by the Audit Committee of the Company’s Board of Directors and by the full Board of
Directors with Mr. Miller abstaining due to his persenal interest in the transaction. In July 2007, the Junior Credit
Facility was terminated.

DataPath, Inc.
Total revenues from DataPath, Inc., a related party through common ownership and common board of director

membership until June 30, 2006, were $5,649,000 and $23, 727 000 for the six months ended June 30, 2006 and the
year ended December 31, 2005, respectively.
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5 STOCK-BASED COMPENSATION PLANS

In accordance with the Company’s stock-based compensation plans, the Company may grant incentive stock options
as well as non-qualified and other stock-related incentives to officers, employees and non-employee directors of the
Company. Options vest ratably over a two to four-year period beginning on the grant date and expire ten years from
the date of grant. Shares available for granting options at December 31, 2007, 2006 and 2005 were approximately
1.2 million, 1.1 million and 0.9 mitlion, respectlvely

A summary of the activity of stock options for the years ended December 31, 2007, 2006 and 2005, is presented
below {shares in thousands):

2007 2006 2005

Weighted ) Weighted Weighted

Shares Under Average Shares Under Average Shares Under Average
. - Option , Exercise Price Option Exercise Price  * Option Exercise Price
QOutstanding a1 Beginning of Period "304 S 17.39 5714 % . 1592 805 § 15.46
Ciranted : - - A - _ -
Exercised ' - ' ©(78) 821 (216) 650 (108) 6.67
Forfeited and cancelled (24) - 64.74 - (54) - 43.60 (123) 20.96
Outstanding at End of Period '205 § 15.24 k11 S 17.39 574§ 1592
Options exercisable at year end 123 ¢ 19.90 138 ¢ 28.39 321 g 21.90

Weighied average fair value of -

options granted s - 3 - 3 -

A summary of options outstanding under the Company’s stock-based compensation plans at December 31, 2007 is
presented betow (shares in thousands):

Shares Weighted Average Weighted . Weighted Average

Under Exercise Price of Average Options Exercise Price of

Exercise Price Range Option  Options Outstanding Remaining Life Exercisable Shares Exercisable
L3 305 - 0§ . 337 5 .8 3.05 3.9 5 $ 305
831 10.94 125 8.44 6.0 42 8.69
20.63 22.50 42 20.63 0.7 42 20.63
32.50 - 35.31 33 35.29 0.5 34 35.29
Total 205 $ 15.24 4.0 123 ‘ 19.90

6. COMMITMENTS AND CONTINGENCIES

Commitments

The Company has entered into various operating leases for buildings, office equipment and trucks. Rental expense
under these leases for continuing operations was $1,687,000, $1,572,000 and $1,308,000 in 2007, 2006 and 2005,
respectively. Rental expense under these leases for discontinued opcratlons was $2,000 and $221,000 in 2006 and
2003, respectively. '

At December 31, 2007 future minimum lease payments under non-cancelable operating leases for the next five years
and in the aggregate are as follows (in thousands):

+ ‘

2008 $ 667

o _ L2009 . 480
2010 415

2011 159

2012 103

Thereafter 415
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The Company has also entered into arrangements with third-party lenders where it has agreed, in the event of a
default by the customer, to repurchase from the third-party lender Company products repossessed from the
customer. These arrangements are typically subject to a maximum repurchase amount. The Company’s risk under
these arrangements is mitigatedrby the value of the products repurchased as part of the transaction. The maximum
amount of cotlateral the Company could be required to purchase was approximately $33.4 million and $27.5 million
at December 31, 2007 and 2006, respectively. No repurchases of products were required during 2007 or 2006.

At December 31, 2007, the Company had commitments of $2.8 million for the construction and acquisition of
property and equipment related to the modernization of the domestic manufacturing facilities.

Contingencies

The Company is, from time to time, a party to litigation arising in the normal course of its business. Litigation is
subject to various inherent uncertainties, and it is possible that some of these matters could be resolved unfavorably
to the Company, which could result in substantial damages against the Company. The Company has established
accruals for matters that are probable and reasonably estimable and maintains product liability and other insurance
that management believes to be adequate. Management believes that any liability that may ultimately result from
the resolution of these matters in excess of available insurance coverage and accruals will not have a material
adverse effect on the consolidated financial position or results of operations of the Company.

¢

7. INCOME TAXES

Deferred tax assets and liabilities are determined based on the differences between the financial and tax basis of
existing assets and liabilities using the currently enacted tax rates in effect for the year in which the differences are
expected to reverse. ‘

The provision for income taxes on income consisted of the following in 2007, 2006 and 2005, (in thousands):

2007 2006 ‘ 2005

Current:
Federal $ - - 3 423
State 501 1,426 1,647
Foreign T 1,102 2,359 866
1,603 3,785 . 2,936
Deferred:
Federal 7,572 6,003 -
State - 1,479 -
Foreign 144 - -
Change in
valuation
allowance — ' (8,813) - -
7,716 (1,331) —
$ 9,319 3 2454 § 2,936

The principal differences between the federal statutory tax rate and the income tax expense in 2007, 2006 and 2005:

2007 2006 2005
Federal statutory tax rate 34.0% 35.0% 34.0%
State taxes, net of federal tax benefit 1.4% 3.2% 7.6%
Change in deferred tax asset valuation allowance - (29.9Y% (30.6%)
Excess of foreign tax over US tax on foreign income i 0.4% 1.3% 0.6%
Other 0.5% {1.3)% 2.0%
Effective tax rate 36.3% 8.3% 13.6%
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Deferred income tax assets and liabilities reflect the impact of temporary differences between the amounts of assets
and liabilities for:financial reporting and income tax reporting purposes. Temporary ditferences and carry forwards
which give rise.to deferred tax assets and liabilities at December 31, 2007 and 2006 are as follows (in thousands):

2007 2006
Deferred tax assets: ,

Allowance for doubtful accounts . i ) 55 % 80
. Accruals and reserves . . 2,276 3,162
Net operating loss carryforward 9,248 16,697
Deductible goodwill and impairment charges 55 52
Other Co .53 L 362
Net deferred tax assets 12,165 20,353

Deferred tax liabilities: . '
Property, plant, and equipment : 512 ' 613
Total deferred tax liabilities : 512 613
Net deferred tax asset $ 11,653 3% 19,740

As of December 31, 2007, the Company had federal net operating loss carryforwards of approximately $24.0 million
which will expire between 2012 and 2026. The federal net operating loss carryforwards are comprised primarily of
tosses from advances to and investments in certain discontinued operations resulting from the RoadOne liquidation;

see Note 11 for further discussion. In addition, the Company had an AMT credit carryforward of approximately
$0.5 million, that may be carried forward indefinitely,

In 2005, the Company maintained a valuation allowance reflecting the Company’s recognition that cumulative
losses in recent years indicated that it was unclear whether certain future tax benefits would be realized as a result of
future taxable income. At December 31, 2005, the valuation allowance against net- deferred tax asset from
continuing and discontinuing operations totaled approximately $8.8 million. During 2006, the Company concluded
that the valuation allowance on the .deferred' tax ‘asset was no longer necessary given the Company’s sustained
income and-growth throughout the year and- the favorable projected earnings outlook. A tax benefit of $8 8 million
was recogmzed in 2006 as a result of the réversal of the valuation allowance, C

As of December 31, 2007, the Company has state net operatmg Ioss carryforwards of approximately $24.1 million.
The Company adopted the provisions of Financial Accounting Standards Board Interpretation No. 48, Accounting
for Uncertainty in Income Taxes — an interpretation of FASB No.109™ (“FIN 48”) on January 1, 2007. Upon
adoption of FIN 48 and as of December 31, 2007, the Company had no unrecognized tax benefits recorded. The
Company does not expect its unrecognized tax -benefits to change significantly in the next twelve months. ‘If
unrecogmzed tax benefits existed, the interest and’ penalties related to the unrecogmzed tax positions would be
recorded as income tax expense in the consolidated statement of operations.

The Company is subject to United States federal income taxes, as well as income taxes in various states and foreign
jurisdictions. The Company’s tax years 2004 through 2007 remain open to examination for U.S. Federal income
taxes. With few exceptions, the Company is no longer subject to state or non-U.S. income tax examinations prior to
2004,

8. PREFERRED STOCK
The Company has authorized 5,000,000 shares of undesignated preferred stock which can be issued in one or more

series. The terms, price and conditions of the preferred shares will be set by the board of directors. No shares have
been issued.




9, EMPLOYEE BENEFIT PLANS

The Company maintains a contributory retirement plan for all full-time employees with at least 90 days of service,
The plan is designed to,provide tax-deferred income to the Company’s etnployees in accordance with the provisions
of Section 401 (k) of the Internal Revenue Code.

The plan provides that each participant may contribute the maximum allowable under Internal Revenue Service
regulations. For 2006, the Company matched 50% of the first 4% of participant contributions and for 2007 matched
50% of the first 5% of participant contributions. Matching contributions vest over the first five years of
employment. Company contributions to the plan were $535,000, $376,000 and $145,000 in 2007, 2006 and 2005,
respectively.

10. GEOGRAPHIC AND CUSTOMER INFORMATION

Net sales and long-lived assets (property, plant and equipment and goodwill and intangible assets) by region was
as follows {revenue is attributed to regions based on the locations of customers) (in thousands):

2007 2006 2005
Long-Lived Long-Lived Long-Lived
Net Sales Assets Net Sales - Assets Net Sales Assets
North America $ 319,195 § 42,430 % 333,300 3 36,455 S o 283,226 % 26,665
Foreign 80,837 2,996 76,121 2,691 68,658, . 2,509

$ 400,032 § 45426 $ 409,421 % 39,146 % 351,884 % 29,174

No single customer accounted for 10% or more of consolidated net sales in 2007, 2006 or 2005.
11, DISCONTINUED OPERATIONS

In 2002, the Company’s management and board of directors made the decision to divest of its remaining towing
services segment; as well as the operations of the distribution group of the towing and recovery equipment segment.
In accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” the assets
for the towing services segment and the distribution group were considered a “disposal group” and were no longer
being depreciated. All results of operations associated with these assets were separately presented in the Company’s
financial statements at December 31,,2006, and 2005 as discontinued operations separate from continuing
operations. Results of operations for the towing services segment and the distribution group reflect interest expense
for debt directly attributing to these businesses, as well as an allocation of corporate debt. :

In October 2005, the Company’s subsidiary, RoadOne, Inc., filed for liquidation under Chapter 7 of the federal
bankruptcy laws in the Bankruptcy Court of the Eastern- District of Tennessee and a trustee was appointed. In
December 2006, the trustee’s final report was approved by the United States trustee, and the final decree was
entered on June 19, 2007. In 2006, the Company recognized a gain from discontinued operations net of tax of
$126,000 on the deconsolidation of RoadOne, Inc. In addition, a tax benefit of $18,244,000 was recognized in 2006
related to deductible losses from excess tax basis of advances to and investments in certain discontinued operations.
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The operating results for the discontinued operations of the towing services segment and the distributor group for the
years ended December 31, 2006 and 2005 were as follows (in thousands):

2006 2005
Dist. Towing Total Dist. Towing Total
Net Sales ' 3 - % - % - 311,460 $ — $ 11,460
Operating income {loss) - - - {134) 16 (g
Income (loss} before taxes - 126 126 (114) - (114)
Net income {loss) from :
discontinued operations  $ - % 18370 § 18370 $ (i14) § - 5 (i)

Upon deconsolidation of RoadOne, Inc., the Company had no discontinued assets or liabilities on the balance sheet
at December 31, 2006. ’ .

12. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

The following is a summary of the unaudited quarterly financial information for the years ended December 31, 2007
and 2006 (in thousands, except per share data):

Net Income
From Diluted
Operating Discontinued Net Basic Income Income Per

Net Sales .  Income Operations Income®” Per Share Share
2007 ..
First Quarter 3 114,003, § 9089 3§ - % 5395 % 047 3§ 0.46
Second Quarter 108,825 8,701 - 4,873 0.42 0.42
Third Quarter 92,692 6,574 - 3,598 0.31 0.31
Fourth Quarter 84,512 4,678 - 2,465 0.21 0.21
Total 3 400,032 § 29,042 §$ - % 16,331 § 141 % 1.40
2006
First Quarter $ 93436 § 7561 § - 8 5881 % 052 § 0.51
Second Quarter 91,923 7,461 - 5,542 0.49 - 0.48
Third Quarter 107,364 8,504 - 6,686 0.59 0.58
Fourth Quarter 116,699 9,420 18,370 27,232 2.39 2.34
Total $ 409421 %, 32945 % 18,370 % 45343  § 399 § 3.91

(1) Net income for the fourth quarter of 2006 was affected by the recognition of a deferred tax asset as described
in Note 7.
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" MILLER INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE I1 -VALUATION AND QUAL[FY'ING ACCOUNTS

Year ended December 31, 2005
Deduction from asset accounts:
Allowance for doubtful accounts

Year ended December 31, 2006
Deduction from asset accounts:
Allowance for doubtful accounts

Year ended December 31, 2007
Deduction from asset accounts:
Allowance for doubtful accounts

Year ended December 31, 2005' '
Product Warranty Reserve:

Year ended December 31, 2006
Product Warranty Reserve:

Year ended December 31, 2007
Product Warranty Reserve;

Balance at

S-1

Balance at
Beginning'of  Chargeéd to Accounts End of
Period Expense Written Off Period
(In Thousands)
$ 1,116 827 (109) $ 1,834
3 1,834 1,065 @n s 2,488
§ . 2488 : 3iz2 (1,160) § 1,640
Balance at
Beginning of  Charged to Balance at
Period Expense Claims End of Period
(In Thousands)
$ 665 1,744 (1,608) $ 801
$ 801 1,716 (1,678) § 839
$ 839 1,881 (1,856) $ 864



Balance at Balance at

: o . Beginning of Additions End of
b Period - (Reductions) Period
(In Thousands)
Year ended December 31, 2005
Deferred Tax Valuation Allowance: $ 16,188 (7,375) $ 8,813
Year ended December 31, 2006 . . '
Deferred Tax Valuation Allowance: $ 8813 (8,813) § 0
Year endéd December 31, 2007 ' o '

Deferred Tax Va]uation_Al!owa.nce: o b 0 : 0% 0

Note: The Allowance for Doubtful Accounts and Product Warranty Reserve tables above reflect activity for
continuing operations for the years ended December 31, 2007, 2006 and 2005. The Deferred Tax Valuation
Allowance table reflects g:onsdlidated operations for all periods presented.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized, on the 13th day of

March, 2008.

MILLER INDUSTRIES, INC.

By:_/s/ Jeffrey 1. Badgley
Jeffrey I. Badgley
President, Co-Chief Executive Officer and Director

Know all men by these presents, that each person whose signature appears below constitutes and appoints
Jeffrey L. Badgley as attorney-in-fact, with power of substitution, for him in any and all capacities, to sign any
amendments to this Report on Form 10-K, and to file the same, with exhibits thereto, and other documents in
connection therewith, with the Securities and Exchange Commission, hereby ratifying and confirming all that said
attorney-in-fact may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange ‘Act of 1934, this Report has been signed below by the
following persons on behalf of the Registrant in the capacities indicated on the 13th day of March, 2008.

Signature

Title

/s/ William G. Miller

William G. Miller

/s/ Jeffrey 1. Badgley

Jeffrey I. Badgley

/s/ J. Vincent Mish

J. Vincent Mish

/s/ A. Russell Chandler, III

A. Russell Chandler, 111

fs/ Paul E._ Drack

Paul E, Drack

/s/ Richard H. Roberts

Richard H. Roberts

Chairman of the Board of Directors and Co-Chief
Executive Officer

President, Co-Chief Executive Officer and Director

Executive Vice President, Treasurer and Chief Financial

Officer (Principal Financial and Accounting Officer)

Director

Director

Director




MLR

NYSE

Frank Madonia
Executive Vice President, Secretary & General Coursel

Board of Directors and Executive Officers

William G. Miller
Chairman of the Board & Co-Chief Executive Officar

A. Russell Chandler, It
Director

Paul E. Drack
Director

Richard H. Roberts
Director

Jetfrey 1. Badgley
President & Co-Chiet Executive Otficer, Director

J. Vincent Mish

msiier

INDUSTRIES INC.
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Shareholder Information

Executive Offices
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Joseph Decosimo & Company, LLP
Chattanooga, Tennessee

Transfer Agent
Computershare

Atlanta, Georgia

Web Site

www.millerind.com

Designed by Curran & Connors, Inc. / www.curran-connors com




CEI\;ITUR%

BONIlFA'CEV
i b

Champion.

0

E

h":l""u",-

|
CHAYLENGER
|
[
277 A IED.,
I
— FERGLES,
i

l

MLR
NYSE
WliTear FERESETE TR

8503iHi||top Drive
Ooltewah, Ternessee 37363




